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ACCOUNTANTS.

(TEXT OF BILL BEGINS ON NEXT PAGE)



0O NOoOY Ol &~ WN

A BRAR AP POOWWWWWWWWWNRDPPNDPNDPNOPNDNNDNNNNRRPRRPRRRRRRERP
A ONPFPFOOONOODOUOPAWNRPEFPFOOONOODOPAWNREFEOOONO O PMWNR OO

S.B. 1443

Be it enacted by the Legislature of the State of Arizona:

Section 1. Section 9-481, Arizona Revised Statutes, 1is amended to
read:

9-481. Audits of cities and towns; posting; budget

A. The governing body of each incorporated city or town shall cause
an audit to be made by a certified public accountant or—pubtic—accoumtamnt
who 1is currently +ticensed CERTIFIED by the Arizona state board of
accountancy or who has a limited reciprocity privilege pursuant to section
32-725 and who is not an employee of the city or town. Audits shall be
made for each fiscal year for all incorporated cities. Audits shall be
made at least once for every two fiscal years for all incorporated towns,
and the audit shall include financial transactions during both fiscal
years.

B. The audit and the audit report shall include all of the accounts
and funds of the city or town, including operating, special, utility,
debt, trust and pension, and all other money or property for which the
city or town, or any department or officer of the city or town, is
responsible either directly or indirectly. The audits shall be made in
accordance with generally accepted auditing standards. The consequent
audit report shall contain financial statements that are in conformity
with generally accepted municipal accounting principles and shall set
forth the financial position and results of the operations for each fund
and account of the city or town. The audit report shall also include the
following:

1. The professional opinion of the accountant or accountants with
respect to the financial statements or, if an opinion cannot be expressed,
a declaration of the reasons an opinion cannot be expressed.

2. A determination as to whether highway user revenue fund monies
received by the city or town pursuant to title 28, chapter 18, article 2
and any other dedicated state transportation revenues received by the city
or town are being used solely for the authorized transportation purposes.

C. The audit shall begin as soon as possible after the close of the
fiscal year, although interim auditing may be performed during the year or
years under audit. The audit shall be completed and the final audit
report shall be submitted within six months after the close of the fiscal
year or years audited.

D. At least three copies of the audit report shall be signed by the
auditor and filed with the <c¢ity or town. The <city or town shall
immediately do the following:

1. Make one copy of the report a public record that is open to the
public for inspection.

2. File one copy of the report with the auditor general pursuant to
section 41-1279.07, subsection C.

3. Submit one copy of the report to the secretary of state.
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E. The financial statements required to be filed with the auditor
general pursuant to section 41-1279.07, including the audit report, must
be posted in a prominent location on the official website of the city or
town no Tlater than seven business days after the date of filing the
financial statements with the auditor general. The financial statements
must be retained and accessible in a prominent Tocation on the official
website for at least sixty months. If the financial statements are not
filed pursuant to section 41-1279.07, the form as prescribed by subsection
F of this section shall be posted on the website of the city or town in
place of the financial statements until the financial statements are
filed.

F. If the financial statements for a city or town are not completed
and filed as prescribed by section 41-1279.07 on or before the adoption of
the city or town budget in the subsequent fiscal year, the governing body
shall include a form, as prescribed by the auditor general, in the
published budget in the subsequent fiscal year pursuant to sections
42-17103 and 42-17105 stating that the financial statements required to be
filed with the auditor general pursuant to section 41-1279.07 are pending,
the reasons for the delay and the estimated date of completion.

G. If the governing body of a city or town is required to complete
the form as prescribed by subsection F of this section, the governing body
shall send a copy of the form to the auditor general, the speaker of the
house of representatives and the president of the senate.

Sec. 2. Section 29-103, Arizona Revised Statutes, is amended to
read:

29-103. Partnerships not required to record certificate

A. A partnership transacting business under a firm name or style
which contains the surnames of all persons interested as partners, or one
formed for the practice of law, is not required to record a certificate as
required by section 29-102.

B. A commercial or banking partnership established and transacting
business without the state under a name which is fictitious or does not
show the names of the persons interested as partners may, without
recording a certificate as required by section 29-102, use in this state
the partnership name used by it without the state.

C. A domestic limited partnership which has filed or recorded a
certificate of Timited partnership under applicable Taws may transact
business under the name set forth in such certificate without recording a
certificate as required by section 29-102.

D. A foreign Timited partnership which has registered pursuant to
section 29-349 may transact business in this state under the name set
forth in such registration without recording a certificate as required by
section 29-102.

E. A partnership THAT IS engaged in this state in the practice of
public accounting as certified public accountants or—pubtic—accoumntants;
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wirith AND THAT complies with section 32-7315— is not required to record a
certificate as required by section 29-102.

F. A domestic 1limited Tiability partnership that 1is registered
pursuant to section 29=244—or 29-1101 may transact business in this state
under the name set forth in 1its registration without recording a
certificate as required by section 29-102.

G. A foreign 1limited 1iability partnership that 1is registered
pursuant to section 29=2487or 29-1106 may transact business in this state
under the name set forth in 1its registration without recording a
certificate as required by section 29-102.

Sec. 3. Section 32-701, Arizona Revised Statutes, is amended to
read:

32-701. Definitions

In this chapter, unless the context otherwise requires:

1. "Accounting services" means services that are commonly and
historically performed by accountants, including recording or summarizing
financial transactions, bookkeeping, analyzing or verifying financial
information, wuditimyg,—Teviewinmyg —Or —CoOmpitimg —fimdancidatr  Statemernts;
reporting financial results, financial plannings— OR providing sttestatiom
or ATTEST SERVICES, COMPILATION SERVICES, tax SERVICES or consulting
services.

2. "Accredited institution" means any public or private regionally
or nationally accredited college or university that 1is accredited by an
organization recognized by the council for higher education accreditation
or its successor agency.

3. "Attest services" means the following services that—areTendered
TO BE PERFORMED by the holder of a certificate issued by the board:

(a) Audits or other engagements to be performed in accordance with
the statements on auditing standards adopted by the American institute of
certified public accountants.

(b) Reviews of financial statements to be performed in accordance
with the statements on standards for accounting and review services
adopted by the American institute of certified public accountants.

(c) Any examination of prospective financial information to be
performed in accordance with the statements on standards for attestation
engagements adopted by the American institute of certified public
accountants.

(d) Any engagement to be performed in accordance with the standards
of the public company accounting oversight board or its successor.

(e) Any examination, review or agreed on procedure engagement to be
performed in accordance with the statements on standards for attestation
engagements adopted by the American institute of certified public
accountants, other than an examination described in subdivision (c) of
this paragraph.
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[T

4 Attestatiom*—or—"gttest—functiom*—means —the—Tssuance by 4

registrant—of g writtemr commumicatiomr that eXpresses d CONCIusSiom about

the—Teabi Tty of < writtemr —assertiom —that—Ts the Tesponsititity —of
5~ 4. "Board" means the Arizona state board of accountancy

established by section 32-702.

5. "BUSINESS ORGANIZATION" MEANS A PARTNERSHIP, PROFESSIONAL
CORPORATION, PROFESSIONAL LIMITED LIABILITY COMPANY, LIMITED LIABILITY
COMPANY OR LIMITED LIABILITY PARTNERSHIP OR ANY OTHER ENTITY THAT IS
RECOGNIZED BY THE BOARD AND THAT IS ESTABLISHED UNDER THE LAWS OF ANY
STATE OR FOREIGN COUNTRY.

6. "Certified public accountant™ means an individual who has been
issued a certificate of authority by the board to practice as a certified
public accountant or who meets the Tlimited vreciprocity privilege
requirements pursuant to section 32-725.

7. "Client™ means a person or entity, other than one's employer,
for whom accounting services are provided.

8. "COMPILATION SERVICES™ MEANS PROVIDING A SERVICE OF ANY
COMPILATION ENGAGEMENT TO BE PERFORMED IN ACCORDANCE WITH THE STATEMENTS
ON STANDARDS FOR ACCOUNTING AND REVIEW SERVICES.

8- 9. "Consulting services" includes management advisory services,
litigation support services, valuation services and other services that
require the use of technical skills, education, observation, experience
and knowledge to develop an analytical approach to process and to present
findings, conclusions or recommendations.

9~ 10. "Conviction™ means a judgment of conviction by any state or
federal court of competent jurisdiction in a criminal cause, regardless of
whether an appeal is pending or could be taken, and includes any judgment
or order based on a plea of no contest.

11. "CPA DESIGNATION" MEANS THE TITLE "CERTIFIED PUBLIC ACCOUNTANT"
OR ANY ABBREVIATION OR GRAMMATICAL DERIVATIVE OF THE TERM "CERTIFIED
PUBLIC ACCOUNTANT".

t6~ 12. "Disciplinary action" means any other regulatory sanctions
imposed by the board in combination with, or as an alternative to,
RELINQUISHMENT, revocation or suspension of a certificate or registration,
including the imposition of:

(a) An administrative penalty in an amount not to exceed two
thousand dollars for each violation of this chapter or rules adopted
pursuant to this chapter.

(b) Restrictions on the scope of the registrant's gccoomting

practices;—imctudiny,—without—FTmitatiom,—Testrictiom—of—<wudit—or—attest

fumctiom—practice, —Testrictiomr—of—tax —practice —or—Testrictiom—of
comsuttimg—services OF ACCOUNTING.

(c) Pre-issuance and post-issuance peer review.

(d) Professional education requirements.

_4_
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(e) A decree of censure.

(f) Probation requirements best adapted to protect the public
welfare.

(g) Reimbursement of the board's <costs of investigations and
proceedings initiated under this chapter, including attorney fees.

(h) A requirement for restitution payments to accounting services
clients or to other persons suffering economic 1loss resulting from
violations of this chapter or rules adopted pursuant to this chapter.

- 13. "Employer™ means a person or entity that hires an
individual to perform a service and that directs and controls the manner
in which the service is performed.

+2- 14. "Federal securities lTaws" means the securities act of 1933,
the securities exchange act of 1934, the public utility holding company
act of 1935 and the investment company act of 1940, as amended.

i3+~ 15. "Financial statements™:

(a) Means statements and footnotes related to statements that
purport to show a financial position or changes in a financial position 1in
conformity with generally accepted accounting principles or other
comprehensive basis of accounting.

(b) Includes balance sheets, statements of income, statements of
retained earnings, statements of cash flows, statements of changes in =m
owrers equity and other commonly wused or recognized summaries of
financial information.

(c) Does not include tax returns or information contained in tax
returns.

t#- 16. "Firm" means a business organization, that—Ts—enmgaged—mn
the—practice of pubtic accoumtimyg—and—that—Ts estabtishedunder—the—Taws

of—any —state—oT foretgm——country; mctouding—a —sote—practitioners;
partmerstip,—professionma—corporatiom, —professioma—Himited—Tiabitity
company, imTted—Tab Tty cTompany, T ted—Tab T ity partmerstipor—any
other——emtTty —Tecoymized by —the——board—that—tas——met—the——<appticabte

requiTements——contaimed—im A SOLE PROPRIETORSHIP OR AN INDIVIDUAL WHO IS
REGISTERED PURSUANT TO section 32-731.
5~ 17. "Good cause"™ means factors that temporarily prevent a
registrant from satisfying a particular requirement in a specific instance
as determined by the board and may include:
(a) A disability.
(b) An illness.
(c) A physical or mental condition.
(d) Military service.
(e) Financial hardship.
(f) A natural disaster.
(g) Any condition or circumstance that the board deems relevant.
+6— 18. "Jurisdiction™ means, for the purposes of examination,
certification, FIRM REGISTRATION or 1limited reciprocity privilege, the

_5_
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fifty states of the United States, the District of Columbia, the United
States Virgin Islands, Guam, the Commonwealth of the northern Mariana
Islands or the Commonwealth of Puerto Rico.

7= 19. "Letter of concern” means an advisory letter to notify a
registrant that, while the evidence does not warrant disciplinary action,
the board believes that the registrant should modify or eliminate certain
practices and that continuation of the activities that led to the evidence
being submitted to the board may result in board action against the
registrant. A Tetter of concern is not a disciplinary action.

8- 20. "Limited reciprocity privilege”™ means the permission to
practice as a certified public accountant 1in this state pursuant to
section 32-725 for an individual whose principal place of business is
outside of this state.

9~ 21. "Management advisory services" means advisory services
consisting of the development of findings, conclusions or recommendations
for the recipient's consideration and decision making.

22. "OFFICE™ FOR THE PURPOSES OF FIRM REGISTRATION, LIMITED
RECIPROCITY PRIVILEGE AND FEES, MEANS ANY PHYSICAL LOCATION USED IN THE
PRACTICE OF ACCOUNTING IN THIS STATE AND THAT IS OWNED, LEASED, LICENSED
FOR USE OR MAINTAINED BY THE FIRM OR SOMEONE UNDER THE FIRM'S AUTHORITY.

20— 23. "Practice of accounting” means providing accounting
services for a client or an employer.

2 —Practice—of—pub T —aTToumtimgt—Medns — ProvitiTTydCCouTTt iy
SETVICTES fUTd CHiemt butdoes Mot T Ciude providimy daCCoumTtimy SETVITES;

other—thamattest—services or—compitatiom—servictes, for—a nmonprofit—emtity

OT——a fami Ty —member—without——anm expectationm —of —anmd—without—Teceivinyg

COMPENSatioI.

0.0 [TH=Y - - n | n | fad L - 11 el fall el L - e L L el
raran Primcipat—ptace of busimess—means the office desiynated—by the
i vidurat—or— i rm——as—the—principa—Tocatiom—for—the—practice—of

23— PubtiT—acToumtamtt—mEdTs am Td TV idud T wWho tdSs  DEeEm TSsSued—d
certificate of—authority by the board—topracticeas o pubticaccounmtant:
24. "Registrant" means any certified public accountants——pubtic
gccourtant or firm that is registered with the board.
25. "Related courses" means:
(a) Business administration.
(b) Statistics.
(c) Computer science, information systems or data processing.
(d) Economics.
(e) Finance.
(f) Management.
(g) Business law.
(h) College algebra or more advanced mathematics.
(i) Advanced written communication.
(j) Advanced oral communication.

_6_
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(k) GENERAL ethics.

(1) Marketing.

(m) Other courses closely related to the subject of accounting and
satisfactory to the board.

26. "SOLE PROPRIETOR"™ MEANS THE OWNER OF A SOLE PROPRIETORSHIP.

27. "SOLE PROPRIETORSHIP" MEANS A BUSINESS THAT IS OWNED BY ONE
INDIVIDUAL AND THAT DOES NOT HAVE A LEGAL DISTINCTION BETWEEN THE OWNER
AND THE BUSINESS.

Sec. 4. Section 32-703, Arizona Revised Statutes, is amended to
read:

32-703. Powers and duties; rules; executive director;

advisory committees and individuals

A. The primary duty of the board is to protect the public from
unlawful, incompetent, unqualified or unprofessional certified public
accountants or—pubtitc—accoumtants through certification, regulation and
rehabilitation.

B. The board may:

1. Investigate complaints filed with the board or on its own motion
to determine whether a certified public accountant or—pubtic—accoumtamnt
has engaged 1in conduct in violation of this chapter or rules adopted
pursuant to this chapter.

2. Establish and maintain high standards of competence,
independence and integrity in the practice of accounting by a certified
public accountant uor—by <o pubtic—accourmtant as required by generally
accepted auditing standards and generally accepted accounting principles
and, in the case of publicly held corporations or enterprises offering
securities for sale, in accordance with state or federal securities agency
accounting requirements.

3. Establish reporting requirements that require registrants to
report:

(a) The imposition of any discipline on the right to practice
before the federal securities and exchange commission, the internal
revenue service, any state board of accountancy, other government agencies
or the public company accounting oversight board.

(b) Any criminal conviction, any civil judgment  involving
negligence in the practice of accounting by a certified public accountant
or— by o pubtic—accountant and any Jjudgment or order as described 1in
section 32-741, subsection A, paragraphs 7 and 8.

4. Establish basic requirements for continuing professional
education of certified public accountants amd—pubtitc—accourmtants, except
that the requirements shall not exceed eighty hours 1in any registration
renewal period.

5. Adopt procedures concerning disciplinary actions, administrative
hearings and consent decisions.
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6. Issue to qualified applicants certificates executed for and on
behalf of the board by the signatures of the president and secretary of
the board.

7. Adopt procedures and rules to administer this chapter.

8. Require peer review pursuant to rules adopted by the board on a
general and random basis of the professional work of a registrant engaged
in the practice of accounting.

9. Subject to title 41, chapter 4, article 4, employ an executive
director and other personnel that it considers necessary to administer and
enforce this chapter.

10. Appoint accounting and auditing, tax, peer review, Tlaw,
certification, continuing professional education or other committees or
individuals as it considers necessary to advise or assist the board OR THE
BOARD'S EXECUTIVE DIRECTOR in administering and enforcing this chapter.
These committees and individuals serve at the pleasure of the board.

11. Take all action that is necessary and proper to effectuate the
purposes of this chapter.

12. Sue and be sued in its official name as an agency of this state.

13. Adopt and amend rules concerning the definition of terms, the
orderly conduct of the board's affairs and the effective administration of
this chapter.

14. DELEGATE TO THE EXECUTIVE DIRECTOR THE AUTHORITY TO:

(a) APPROVE AN APPLICANT TO TAKE THE UNIFORM CERTIFIED PUBLIC
ACCOUNTANT EXAMINATION PURSUANT TO SECTION 32-723.

(b) ISSUE A CERTIFICATE OF CERTIFIED PUBLIC ACCOUNTANT PURSUANT TO
SECTION 32-721.

(c) APPROVE AN APPLICATION FOR FIRM REGISTRATION PURSUANT TO SECTION
32-731.

(d) APPROVE A REGISTRANT'S NAME CHANGE AND REISSUE A CERTIFICATE OF
CERTIFIED PUBLIC ACCOUNTANT DUE TO THE NAME CHANGE.

(e) APPROVE A REGISTRANT'S CANCELLATION REQUEST PURSUANT TO SECTION
32-730.02.

(f) APPROVE A REQUEST FOR RETIRED STATUS PURSUANT TO SECTION
32-730.04.

(g) APPROVE REACTIVATION FROM INACTIVE STATUS OR RETIRED STATUS
PURSUANT TO SECTION 32-732.

(h) APPROVE COMPLIANCE WITH PEER REVIEW REQUIREMENTS PURSUANT TO
THIS SECTION.

(i) APPROVE COMPLIANCE WITH CONTINUING PROFESSIONAL EDUCATION
AUDITS.

(j) APPROVE CONTINUING PROFESSIONAL EDUCATION COMPLIANCE WITH
DECISIONS AND ORDERS.

(k) TERMINATE DECISIONS AND ORDERS BASED ON A REGISTRANT'S
SUCCESSFUL COMPLETION OF ALL ORDER REQUIREMENTS.

C. The board or an authorized agent of the board may:

_8_
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1. 1Issue subpoenas to compel the attendance of witnesses or the
production of documents. If a subpoena is disobeyed, the board may invoke
the aid of any court 1in requiring the attendance and testimony of
witnesses and the production of documents.

2. Administer oaths and take testimony.

3. Cooperate with the appropriate authorities in other
jurisdictions in investigation and enforcement concerning violations of
this chapter and comparable statutes of other jurisdictions.

4. Receive evidence concerning all matters within the scope of this
chapter.

Sec. 5. Section 32-725, Arizona Revised Statutes, is amended to
read:

32-725. Limited reciprocity privilege; qualifications; definition

A. The 1limited reciprocity privilege may be exercised by an
individual who 1is not a resident of this state and who meets the
requirements of this section.

B. To qualify to exercise the 1limited reciprocity privilege, an
individual must:

1. Have a principal place of business that is not in this state.

2. NOT HAVE OR REPRESENT TO HAVE AN OFFICE IN THIS STATE.

?2- 3. Not be the subject of suspension or revocation of a
certificate as provided by section 32-741 or relinquishment of a
certificate as provided by section 32=74t-64 32-730.06.

3T 4. Hold a valid registration, certificate or 1license as a
certified public accountant issued by another jurisdiction and either of
the following must—appty APPLIES:

(a) The other Jjurisdiction requires as a condition of licensure
that an individual has all of the following:

(i) At least one hundred fifty semester hours of college education,
including a baccalaureate degree or a higher degree that is conferred by
an accredited institution or a <college or wuniversity that maintains
standards that are comparable to those of an accredited institution.

(ii) A passing grade on the uniform certified public accountant
examination.

(iii1) At Teast one year of experience in the practice of accounting
that has been verified.

(b) The individual meets the qualifications prescribed in section
32-721, subsection C.

C. An individual qualifying for Timited reciprocity privilege under
this section is considered to have qualifications that are substantially
equivalent to the requirements prescribed pursuant to this chapter and has
all of the privileges of registrants, certificate holders or licensees 1in
this state without obtaining a registration, certificate or license under
this chapter.
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D. An individual qualifying for limited reciprocity privilege under
this section may use the titte“tPA“—or—“certified—pubticaccoumtant™ CPA
DESIGNATION and may offer or practice accounting in person or by mail,
telephone or electronic means. #&u A notice, fee or other submission is
NOT required. The individual is subject to the requirements prescribed in
subsection E of this section.

E. Each individual who holds a registration, certificate or Ticense
issued by another jurisdiction and who exercises the Timited reciprocity
privilege and each partnership, corporation or other entity engaging in
the practice of accounting as provided by this section, as a condition of
exercising the privilege provided by this section:

1. Shall:
(a) Comply with article 3 of this chapter and rules adopted
pursuant to article 3 of this chapter. In any idinvestigation or other

proceedings conducted pursuant to article 3 of this chapter, an individual
claiming permission to practice as a certified public accountant in this
state under the 1limited reciprocity privilege has the burden of
demonstrating that the applicable requirements of subsection B of this
section have been satisfied.

(b) Cease the offering or practicing of accounting in person or by
mail, telephone or electronic means in this state if the individual no
longer satisfies the requirements of subsection B of this section or the
partnership, corporation or other entity no longer satisfies the
requirements of subsection G of this section.

2. Is subject to:

(a) The personal and subject matter jurisdiction of the board and
the power of the board to investigate complaints and take disciplinary
action.

(b) Service by either of the following:

(i) The appointment of the state board that issued the
registration, certificate or license to the individual as agent, on whom
process may be served in any action or proceeding against the person by
the board.

(ii) Directly on the person.

F. Any individual who holds a valid registration, certificate or
license as a certified public accountant issued by another jurisdiction or
a foreign country, whose principal place of business is not in this state
and who does not otherwise qualify under this section for Timited
reciprocity privilege may enter this state and provide services if the
services are limited to the following:

1. Expert witness services.

2. Teaching or lecturing.

3. Other services as determined by the board.

G. A partnership, corporation or other entity formed under the Taws
of another Jjurisdiction relating to the practice of accounting in that

_10_
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jurisdiction may use the titte—tertified—pubticaccoumtamt*—or—tPA* CPA
DESIGNATION in this state and may engage in the practice of accounting in
this state, including the provision of attest services, without having to
register as a firm if all of the following apply:

1. The partnership, corporation or other entity is owned by or
employs an individual who 1is a Timited reciprocity privilege holder
pursuant to this section.

2. The partnership, corporation or other entity is in good standing
in its principal place of business under the Tlaws of that jurisdiction
relating to the practice of accounting.

3. The principal place of business of the 1limited reciprocity
privilege holder 1is a recognized place of business for the practice of
accounting by the partnership, corporation or other entity.

4. The partnership, corporation or other entity does not have an
office in this state and does not represent that it has an office in this
state.

5. The partnership, corporation or other entity holds an active
permit or registration as a certified public accountant firm in another
jurisdiction.

6. The practice of accounting is performed by or under the direct
supervision of an individual who is qualified for the Timited reciprocity
privilege under this section.

H. FOR THE PURPOSES OF THIS SECTION, "PRINCIPAL PLACE OF BUSINESS"
MEANS THE OFFICE DESIGNATED BY THE INDIVIDUAL OR FIRM AS THE PRINCIPAL
LOCATION FOR THE INDIVIDUAL'S OR FIRM'S PRACTICE OF ACCOUNTING.

Sec. 6. Section 32-729, Arizona Revised Statutes, is amended to
read:

32-729. Fees

The board shall establish and collect:

1. A uniform fee from an applicant for each initial examination and
reexamination application pursuant to section 32-723 to cover reasonable
costs of reviewing the applicant's eligibility to take the examination and
facilitating the applicant to take the examination until the applicant
passes all sections.

2. A uniform fee from each applicant for a certificate to be issued
pursuant to section 32-721.

3. A uniform registration fee of at least one hundred and not more
than three hundred dollars from each applicant for registration as a
certified public accountant or—pubtic——accoumtamt pursuant to section
32-730. The registration fee is due during the month of the anniversary of
the registrant's birth. Registrants for Tess than two years shall be
charged on a pro rata basis for the remainder of the registration period.
The board shall establish and collect a late fee, if applicable, of not
more than one hundred dollars.

_11_
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4. A uniform registration fee of at Tleast one hundred dollars and
not more than three hundred dollars from each applicant for registration
as a firm pursuant to section 32-730. The registration fee is due during
the month of the anniversary of the effective date of the firm's
formation. The board shall establish and collect a late fee, if
applicable, of not more than one hundred dollars. The board shall not
charge a fee for the registration of additional offices of the same firm
or for the registration of a sole practitiomer PROPRIETORSHIP OR AN
INDIVIDUAL WHO IS REQUIRED TO REGISTER AS A FIRM PURSUANT TO SECTION
32-731.

5. A uniform application fee in an amount to be determined by the
board to reinstate T —Tertificate pursuant to this chapter.

6. A uniform registration fee of fifty dollars for retired status
registration as described in section 32-730.04. The board shall establish
and collect a late fee, if applicable, and it 1is the intent of the
legislature that the fee +s BE not more than one hundred dollars.

Sec. 7. Section 32-730, Arizona Revised Statutes, 1is amended to

read:

32-730. Biennial registration; continuing professional

education

A. Except as provided in subsection B of this section and 1in
section 32-4301, the board shall require every certified public
accountants—puttit—accourmtart and firm to register once every two years
with the board and pay a registration fee pursuant to section 32-729.

B. The registration fee for certified public accountants amdt—pubtic
gccourtants may be reduced or waived by the board for registrants with a
disability to a degree precluding the continuance of their practice for
six months or more prior to the due date of any renewal fee.

C. At the time of registration, every certified public accountant
anmd—pub T accountant, as a prerequisite to biennial registration, shall
submit to the board satisfactory proof in a manner prescribed by the board
that the registrant has completed the continuing professional education
requirements established by the board. The board may grant a full or
partial exemption from continuing professional education requirements or
an extension of time to complete the continuing professional education
requirements for registrants on a demonstration of good cause.

Sec. 8. Section 32-730.01, Arizona Revised Statutes, 1is amended to

read:
32-730.01. Inactive status; exception
A. A registrant who TsTUt—activety enmgaged—m the practice of

gecoumtinmg i this—statefor—a feeor—other——compensation MEETS ALL OF THE
FOLLOWING REQUIREMENTS may request that the registrant's certificate be
placed on idnactive status: by —meetimg—the—TequiTements —for—mactive
status—anmd—comptetiny

1. COMPLETES the forms prescribed by the board.

_12_
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2. DOES NOT PROVIDE ATTEST OR COMPILATION SERVICES IN THIS STATE.

3. DOES NOT PROVIDE ACCOUNTING SERVICES FOR A FEE OR OTHER
COMPENSATION IN THIS STATE.

4., #—Teygrstramt—whose DOES NOT HAVE A certificate s under a
disciplinary order by the board, except for suspension for nonregistration
pursuant to section 32-741.01. s—or—againmst—whom

5. DOES NOT HAVE disciplinary proceedings trave Dbeenm initiated may
MUt —ptace O mMaimtaim a Certificate —om —imactive Status AGAINST THE
REGISTRANT.

B. A registrant whose certificate is on inactive status:

1. Shall continue to register once every two years with the board
and pay fifty percent of the registration fee and one hundred percent of
any applicable late fee pursuant to section 32-729.

2. Shall not engage i the practite of accoumtinmyg T this statefor

g fee U Uther CompeEnsationm Wi e the TeygTstrant s certificate Temains omn
fmactive—statuss DO ANY OF THE FOLLOWING:

(a) PROVIDE ATTEST OR COMPILATION SERVICES IN THIS STATE.

(b) PROVIDE ACCOUNTING SERVICES FOR A FEE OR OTHER COMPENSATION IN
THIS STATE.

3T (¢) Tmr—this——state—shatt—mot Assume or use the titte—or CPA
designation of— f
abbrevietiom— -t P AT S— CPATT— P AT or—PA“—whi e —the —Tegistramts
Tertificate Temaims om Tmactive statos IN THIS STATE unless accompanied by
the word "inactive".

€A Tegistramt—may Tequest—that—the—Tegistrant s —certificate—be

certified—pubticaccounmtamt*—or—pubticaccourmtant"—or—the

regctivated T thetertificateras beemr—Tmactive for—Ssix yedars or Tess amnd
—the Tegistramtmeets ot of the fortowimg TequiTeEments?
1 (i 1 s c 1 ) c L T 4l
t—Fites—am—appHicationr—for—Tenmewat—onm—the—formprescribed—by—the
board—anmd—Tpays the reygistratiom fee pursuant—to sectiomr 32729~
2—Submits—proof—that—the—Teygistrant—fas ——Satisftied——comtimuing
[ AL C o ], . el - . . L . L - L . el e
S— A irms—that—the Tregistramt—as mot—engaged—m—any conmduct—that
woutd——constitote—groumds—for—Tevocatiom—or—suspensionm of g certificate

nnnnn

B~ C. A registrant may reactivate an inactive certificate pursuamt
to—subsectiom €t of—tihris—sectiom only once.

= D. A certificate expires if it has been inactive for more than
Six years.

f~ E. Subsections = C and £ D of this section do not apply if
inactive status is approved by the board for good cause based on a
registrant's disability.

_13_
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Sec. 9. Section 32-730.02, Arizona Revised Statutes, is amended to
read:

32-730.02. Canceled status

A. A registrant may cancel a certificate or registration by
submitting a written request on a form prescribed by the board. A
registrant whose certificate or registration is under a disciplinary order
by the board, except for suspension for nonregistration pursuant to
section 32-741.01, or against whom disciplinary proceedings have been
initiated may not cancel the certificate or registration.

B. An individual whose certificate has been canceled shall not

assume or use the +titte—7or CPA designation of—“tertifiedt—pubtic

gccoumtant—or—*pubtic—accountantt—or—the—abbreviatiom € PAT S CPAYS
YPAT o —PA™ while the certificate remains on canceled status unless the

individual qualifies for Timited reciprocity privilege pursuant to section
32-725.

Fal A - Joe —)- 1 1 . . L Lo 1 -l I 1
C. ATI TIaTvidudl WHose Cercrricace Mds Peelmr _cancered ana wi

U

" 1 c o~ — L . sy — L s
Mmoot qudiTrhy TOT certrrrCattormnm Dy T EeCLTProciriy pursuditt L0 STCLTUOINT oL~
t

subsectiom € may appty for Teinmstatement—and—the board—may Teimsta

o . o ot oo . :

tes—amappHicatiomrforTreinstatement—omr—the—formprescribed—by

rd—anmd—pays theTeimstatement—appticatiom—fee pursuant—to—Section

1 =]
L. [l
d

o ol .~ c ol L l . TR | 3 ! — ! _ -
C . Q2UDNIMTLsS PTroOuUl Liidtu LT arvidudl mas SAdlISTTeEu COMLTImuriTty

3S—Af T irms—that—the i viduat—fas mot—engaged—m—any conmduct—th
T

woutd—Tconstitute—grounmds—for—Tevocatiom O SUSPENS oM of g Tertifi
pUTSUATt to Sectiom 327

a3
1
v L L il fal - e e e ) - . - £
T, Ul vodrd  appruovd Ul rerrnstdicenent, pdys Lhie 1reyrstrdiion 'ec
26
cJ

puTsSTaTt—to Sectiom 327

imY A Falil 1 - . - 1 L | ! | £

U. A LILALALLL WnostE regrsacrdti ror mas [SASESH B calicercu 1nd y apply I'OT

Vol al - -l . fal ) Falid ] £ - — ). falil . o ) £ )
TMEW €llectclive ddce Ol e T Irm S TOrMMatvTorm 11 cie T T maelts DULTT Ul LTI

£ s | - - e
TOT TOWTITg requirrencerits.

t——Fitesam appticatiomr om o form prescribed by the board—amdt—pays

F21

lal M. e ) - e £ - faWal
C . rmecLs e requirencits U SECLTOIT o2~ 701,

Sec. 10. Section 32-730.03, Arizona Revised Statutes, is amended to

read:

32-730.03. Expired status

A. A registrant's certificate or registration is expired if the
registrant fails to reinstate the certificate or registration within
twelve months after it has been suspended pursuant to section 32-741.01 or
32-741.02 or fails to reinstate a certificate that has been on inactive
status pursuant to section 32-730.01 for more than six years.
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B. An individual whose certificate has expired shall not assume or
use the titte—or CPA designation uof—“tertified—pubtic—accoumtamt™—oT
“pubtic—accourmtant—or—the—abbreviaetiom -t P AT EPASS T P AT o HPAY
while the certificate remains on expired status unless the individual
qualifies for limited reciprocity privilege pursuant to section 32-725.

C— AT —imdividuat—whose —Tertificate —tas —expired—may —appty o7

reTmstatement—anmd—the——board—may —Teimstate —the——Tertificate—f—the

v ot Fot . :

t—Fites—amappticatiomr—for—Treinstatemenrt—om o —formprescribed—by
G

the—board—anmd—pays the Teimstatement—appicatiomr e pursuant—to section

P

c
C . 9
d

1 . c ! R ! : ) L] k| Il i rait} 1 4. .
DITrres proul Liifat LT rmarvidudl nmas SAdLISTTEU COMLTmmuriTty

eduCat o TeEqUiTEMENtS as prescribed by the board:

o g
!

s thet—the—mdividuat—as mot—engayged—im any conduct—that

u
professiomnat
f

2

A
Q. A

woutd——constitute—grounds —for—TEevoCTatiom O SUSPENSTONM Of —d Certificate
.
7

purstant—to sectiom 32-

A Om—board—appT of—Teimstatements—pays —the—Teygistratiom—fee

pUTSUaTt to Sectiom 32729~

D, A

~ . P e ! . L 3 c
U. A LAY WosSt reygrsaerdirorn nds CAPITTEU 1d' y apply IOT

. . PN s L]
S reyrstrdl Torl WTCIT d

retmstatement—andt—the—board—may Treinstate—the—f
mew effective dateof—the—firms—formatiomr—f—the—firmmeets—both—of—the

o 19 . . n
TOT TOWTTTg requirreierits.
2

2 —Meets—therequirementsof—Sectiomr32=

7
Sec. 11. Section 32-730.04, Arizona Revis

3t
ed Statutes, is amended to
read:

32-730.04. Retired status

A. A registrant who Ts—at—teast—Fifty—"Tfive years—of—age;—who—tas
beem—a —certified—pubTic—accountamt—or—pubtic—accounmtamt— T Tome o moTe
JurTstHTtionTs for gt teasttwWermrty yedars danmd who TS ot dCtiveE Ty ©nmgdged T
the—practice—of—accoumtinmg—for—a fee—or—other—compensatiomr MEETS ALL OF
THE FOLLOWING REQUIREMENTS may request that the registrant's certificate
be placed on retired status: vy submittimg—a reguest—om o formapproved

1. COMPLETES THE FORMS PRESCRIBED by the board. #Tegtrstramt—whose

2. IS AT LEAST FIFTY-FIVE YEARS OF AGE.

3. HAS BEEN A CERTIFIED PUBLIC ACCOUNTANT IN ONE OR MORE
JURISDICTIONS FOR AT LEAST TWENTY YEARS.

4. DOES NOT HAVE A certificate s under a disciplinary order by the
board, except for suspension for nonregistration pursuant to section
32-741.01. or—agaimst—wiom

5. DOES NOT HAVE disciplinary proceedings trave been initiated may
MUt —pldce O Mmaimtaim —a Certificate omTetiTed—status AGAINST THE
REGISTRANT.

6. DOES NOT PROVIDE ATTEST OR COMPILATION SERVICES.
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7. DOES NOT PROVIDE ACCOUNTING SERVICES FOR A FEE OR OTHER
COMPENSATION IN THIS STATE.

B. A registrant whose certificate is on retired status:

1. Shall continue to register once every two years with the board
and pay a registration fee and all of an applicable late fee as prescribed
by section 32-729.

2 —Statt—Tot—engaye T —the practice of —accounmtimy—for—a fee o7

. - I . , vy . .
status—

3- 2. Shall not DO ANY OF THE FOLLOWING:

(a) PROVIDE ATTEST OR COMPILATION SERVICES.

(b) PROVIDE ACCOUNTING SERVICES FOR A FEE OR OTHER COMPENSATION IN
THIS STATE.

T

(c) Assume or use the titteor CPA designation of—“tertified —pub’
grcoumtant—or—“pub it —accountamtt—or—the—abbreviatiom "t PATS T EPAYS
“PAT—or—PA* IN THIS STATE unless accompanied by the word "retired" or

the abbreviation "RET" white—the—TEegistramt s —certificate Temaims —on
retiTred—status.

) - e e e i | £ ) | - - e
L regrstirdit nects diflh O CIE Ul TOWTITg requirrenerits.

regctivated—it
F

~
I

1

L.

.o 1 . 4 c 1 4 ~ e — LI
rres dit dpprircduirtor 10T rencewd | oIr_cne 1Torm prescriroed DYy LI

board—anmdTpays the Teygistratiom fee pursuant—to sectiom 32729~

2 —Submits—proot—that—the—Teyistrant—fas —Satisfiedt—CcomtimuiTyg

fal AL C ], e el > e e L e Il > L e | e

ST A irms—that—the Treyistramt—Tas mot—enyaged—m—any comduct—that
woutd——constitote—grounmds—for—Tevocatiom O SUSpPENS oM oOf —a Tertificate
pUTSUATt to Sectiom 32=741=

Sec. 12. Section 32-741.03, Arizona Revised Statutes, is
transferred and renumbered for placement in title 32, chapter 6, article
2, Arizona Revised Statutes, as section 32-730.05 and, as so renumbered,
is amended to read:

32-730.05. Revoked status

A— I f—the—board—Tevokes —the——<Tertificate 0o

. s
f——am—imdividua
T

-
I
~
|

registrant; the i viduat—shar—Teturmthecertificate—to—theboard:

- -l o L ) Jo -l Falll ali | L £ L. -l L )
S TYTN difd SUDNIT U O e Dodrda dit arrtrdaviut O d rornr prescrioed Dy LTTE

board—statmyg—that—the—Tdividuat—s umabte—toTeturmthe—certificate—to
theboard=

B~ An individual whose certificate has been revoked shall not
assume or use the +titte—0or CPA designation of—“tertifiedt——pu
gecoumtant —or—*pubtic—accountant—or—the —abbreviatiom €t PAT €
AT oT U PA.

— | . . . . — .

mot—issue—a certificate—t g v idua T whose——certificate—as—been
-
f

bt
oy

S
I
"
A,

U
y I — o i L. cc — s c — I
Frevoreu urrt Tl rrve yedirs diILETl the crrecerve ddite O1 TevoCal1oIT. L
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=

revocationm s basedomty om sectionm 32741, —subsectiom A, parayraph—t—or—2

-

amd—the—crimimat—convictionm TS ufrtimatety Teversed om appedt, the board

Stat —emter—am order vacatinmyg the Tevocatiom.
D—AmT T vidua T whose TeTtificate ftas beem Tevoked—may appry foT
.

amt—the—board—may TSSUe a TTew Certificate 1 the Tnmdividuat does d

ES g appricationm for Teimstatement—om g form prescribed—by

2 —Demonstrates through—substanmtiat—evidence presented—to—theboard
e

that—the—mdividuvat—s—Tcomptetety —TehtabHtated—with—Tespect—to—th
comduct—that——was —the—basis—of—the—Tevocatiom—of—the——certificate-
n 4 4 c 1 TR ISR 1 11 . 1 ! PR c .. 17 .
DemonmstratiomofTrehtab i tatiomrshatt—mctude—evidence of—the—fottowing:
ta—The— i viduat—ta Mot —engayed—— T —any —conduct—durimyg—the

S
revocatiom period—thats T the T mdividuat—ad—beemr Teyistered—durinmy—the

~

period;,—woutd—tave —constituted—a basis —for—Tevocatiomr —or—SusSpension
e

U any CTimmiTa T convittTom —that—Tonstitutes —any

futty restored—pursuant—to statuteor—amappticabte Tecoymized—Judiciat—or

gubermatoriaorder

tor—The i viduat—tras made Trestitutiomr—as ordered—by —the—board—or
by —a——court—of——Tompetert—Juristictiomr—as g Tesurt—of—the— i vidua s

Ll Il > L .l -1 L L.l L L L u | L] e

t—The—mdividuat—as —addressed—or—Tremedied—any —compiaints;
mvestigations—or board=ordered—TequiTements —that——<are ——pendimy—oT
outstanmdimygat—thetime of Tevocatiom:

L AY Ol .l fal L | - el e el 1 L L

te—Other evidence — ot refabtitatiom—that—the—board——deems
gppropriates

a e e o PP P

3T—Submits—proof—that—the—mdividuat—tas ——Satisfied——comtimuiny

et oTr] . . . :

v i e - (I o ) o I . - £ . L | £
T, TT 1oC Wdlved Dy Cctne podrda PIrESCEITLS SdltTsTatilury <€vidcerncte TT Ul

am—accredited—imstitution EYE O UM Versitty that—maimtais

LA

stamdards —comparabte —to—those —of—am accredited—imstitutiom—tihat—the

et —t 3 3 e : ;

13

educatTomas foTTows T
1

ta—At—Teast—thiTty-—Six Semester—hours dre dcCounmting COUTSES Ot

3 - .

whith at—Teast—thirty semesterhours are upper—teve CouTSES®

= Ic
D . Il

prescribed— by —the—board;—presemnts —evidence —that—the

i viduat—tas Tetakem—anmd—passed—theunmiformcertified—pubtic—accountant

EXamimat o

purstant—to sectiom 32729~
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Sec. 13. Section 32-741.04, Arizona Revised Statutes, is
transferred and renumbered for placement in title 32, chapter 6, article
2, Arizona Revised Statutes, as section 32-730.06 and, as so renumbered,
is amended to read:

32-730.06. Relinquished status

A. A tertified—pubtic—accountamt—or—pubtic—accountanmt REGISTRANT
may relinquish tie—mdividuat"s A certificate OR FIRM REGISTRATION pending
or in Tieu of an investigation or disciplinary proceedimygs PROCEEDING or
while under a disciplinary order. The board shall consider a
relinquishment tendered by a <certified—pubtic—accourmtamrt—or—pubtic
gccoumtamt REGISTRANT pursuant to this section and shall determine whether
to accept the relinquishment. The board shall issue an order documenting
its decision.

B. An individual whose certificate, OR AN INDIVIDUAL, SOLE
PROPRIETOR OR BUSINESS ORGANIZATION WHOSE FIRM REGISTRATION, has been
relinquished shall not assume or use the titte—or CPA designation of

“tertified—pubtic—accountartt—or—"pubtic—accounmtanrtt—or—the —abbreviation
P TATSTEPAYST P TAT o PA.
- N . . o .
AT vidug ——whoTeHmquistres g certificate pursuant—to this
SeECtiom—may —apply for—reimstatement—and—the—board—may —issue g Tew
B U Moo
certificate T+ the—nmdividuatdoes att—of—thefottowinyg
t—Fitesam appicatiomr for reinmstatement—omr—the—form prescribed by

. 1 ¢ .
3=729+

2 —Demonstrates —throughr—substanmtiat—evidence presented—to—theboard
thet—the—mdividua s compietety Tehabi i tated—with—Tespect—to—the
comduct—that—was pendimy—at—the—time—ofTermquistmert— Bemonstratiomof

1 TR I R T 1 13 . 1 ! LR c c. 17 .
rehabHtatiomr—statt—mciudeevidenceof—thefottowings

o The— i viduat—has ot —engayed—— i —any —conduct—durimyg—the
rermguistmenrt—period—thats— T the i viduat—ad—beem Treygistered—duriny

o e . ‘F . .

— . Ao 2 aq
pUTSUaNttoSsectionm 32741

tb—Rith—Tespect—to—any crimimat——convictiom —that——constitutes—any
part—of—thebasis for—the Tetmguistment,——civit—Tights —trave bteem futty
resStoTedPpuUTSTanmt —tU  Statute O am appliCabie TECoymized —Judiciar—oT
gubermatoraorder

N C o L , L S

tC)—The—mdividuat—tas —<addressed—or—Tremedied——any —comptaints;
mvestigations—or board=ordered—TequiTements —that——<are —pendimyg—oT

. . e T :
e —Fre— it R

by—<a——Tourt f—competenrt—Furisdictiom—as <o Tesutt—of—the—imdividua"s
. N
t t

-
Y f
t t

viotatiom of —this chapteror routes adoptedpursuant—to—this chapter-

appropriates
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3T—Submits—proof—that—the—mdividuat— s ——Satisied——comtimuiny
EduUCat IO TEqUITEMENtS as prescribed by the board:

A — I Tot—waived by the bouard;—presents satisfactory evidence from
g dCCTEd i ted ISt tut T oM U ——d COUTTE€Yye O UM Versity that—maimtaiTTs
stamdards—comparabte —to—those—of——am —accredited—imstitutiom—that—the
v iduat—as —compteted—at—teast—ome htunmdred— ity —Semester—frours—of
educatiom as fotrtowsT

ta—At—teast—thirty—six—Semester—hours—are —accoumt iy COUTSES O
whithat—Teast—thirty semester—hours are upper—teve CouUTSES®

th—At—Teast—thirTty semester—hours are retatedt CouTSES:

S—If—prescribed—by —the—boards—preserts—evidence —that—the
i vidua—has Tretakemr—anmd—passed—the—umiformcertified—pubtic—accountant
EXAMITat oS

6 Omboard—approvalof TEImstatement; pays the Teyistratiomr—fee

nnnnn

B~ C. If the board accepts the relinquishment of a certificate of
a certified public accountant or pubtic—accoumtanmt REGISTRATION OF A FIRM,
the persom REGISTRANT shall rteturmthe certificate tothe board—and—stati
gttach—to—the—Ttertificate o document—that— s SsTgmed—anmd—dated—amt—that—
T—substantiaty—thefottowinmg—form:

—imsert—mame—of—Teygistrant); acknowledge that disciplinary

proceedings have been initiated against me THE REGISTRANT

pursuant to titte—Sé5——chapter—6; article 35—ArTizoma Revised

Stetutess OF THIS CHAPTER and T——TetHmguist—my THAT THE

REGISTRANT RELINQUISHES THE right to practice accounting as a

Csert——either—certified—pubtic—accoumtamt™—or—"pubtiT

accourmtamt™y CERTIFIED PUBLIC ACCOUNTANT OR FIRM in the THIS

state of—Arizoma. T—unmderstamd—that THE REGISTRANT SHALL

ACKNOWLEDGE THAT THE REGISTRANT UNDERSTANDS BOTH OF THE

FOLLOWING:

1. If T——ctoose THE REGISTRANT CHOOSES to apply for a

new certificate OR FIRM REGISTRATION, fT—must THE REGISTRANT

SHALL meet all requirements for certification OR FIRM

REGISTRATION pursuant to section 3274t 04, —ArTizoma Revised

Statutes 32-731. Tfurtter—umderstamt—ttats

2. In deciding whether to issue a new certificate OR

FIRM REGISTRATION to me THE REGISTRANT, +the board will

consider all disciplinary actions currently pending against me

THE REGISTRANT and any other matters it determines to be

appropriate.

_19_



O NOoOY Ol &~ WN

A DDA PPOCLWWWWWWWLWWWNDNDNDMNDMNPDMNPMNPMPNODNDERFE R R R R
OO P WP OWOWONOOTOOPRWNRPOOWONOOTOAOPN WP OWOWONOOOPNMWNERE OO

S.B. 1443

Sec. 14. Section 32-731, Arizona Revised Statutes, 1is amended to

read:

32-731. Certified public accountant firm registration
requirements; performance of attest and compilation
services; definition

A. Except as provided in section 32-725, subsection G, once every

two years g partmership engaged —m this State —m the practite of

gCCoUTTt iy by Tertified—pubtic accoumtanmts or—pub it —accountants EACH OF
THE FOLLOWING shall pay the registration fee pursuant to section 32-729
and register with the board as a partmerstip o —Tertified—pubtic

1 At n | e e L 1.1 1o —l e L fad b B | e

t—At—teast—ome—partmer——stgtt—be g Tesident—amt—a furt—time
practicimyg—certifiedpubticaccounmtant—mgood—stamdtimg—mthis state:

Fal Al | . [l ol . Vol W | | - Vol W | . -

At —teast—ifty-ome percent—of—the—ownmershipof—the partmerstip;
T—terms—of—diTrect—anmd— I mdi et manc g i TteTreES tsamd—vot iy T giTtsS;
must—betong—to—thotders—mgood——standimyg—of——certificates—or—tHicenses—to

practice accounmting as certified—pubtic—accoumtants—or—pubtic—accountants

TT——any ——Jurisdictiomn: Oty ——<ertified—pubTic—accountanmts —or—pubtiT

gCCUUTTtanmts  WHOSE qUd T iCations —are ConsTueredt—to—be—substamtiatty

: 3 R L] ! 1 . 2 20 1
cqurvdrernt, dS> pProviucad Dy SECLTUNT o772
N)

T Ssubsections t—amd—O—may—be

.
t
cribed—by this paragraph
e

consTdeTeEt—as meetimy—the requiTement—pre

B—Apartmerstip registered—with—theboard—pursuant—to—this—section

1 1 " L ! . " . ' P 1 N . L.~ ,
t—Fhe—partmership—desiymates —anm—imdividuat—who—is——certified
puUTSUaTt—to —this —<hapter—anmd——who s Tesponsibie —for—the—proper
registratiom of the fiTm:
0 Al LA ol | e - -1 N - e - ) e
2 At Toncertified—partmers—activety participate i themanmagement
e L
t

! e

mersthipor o directty offitiated—entity that—tas beemr—approved

te—board—For—the purposes of this paraygrapt

.- e . e o ot :

1 c

VAN o ol | e £ e 31 e falil L -l -l -
N e pdiiner perTtorigs di  Tedst 1T T1Tve Tiundred 1mours O daCCOUITL Ty

by

SETVices forthe pubticaccoumtimg partmerstip durimg—the catendar—year-
) The—accoumtimyg—Services performed—constitute—the—partmer's
pTimCTpaoCCUpatiom:
VAN o | . 3 - . . - ], | I~ - e | _—
) Thepartmer—s—imterest—m—thepubtic—accounting——partmership
reverts—to thepartmerstip T —thepartmer—stops performimy——sServices for

thepartmerstip:

r—"birectty offHatedt—emtity—means o i Tm T wWhicih edCciT Owner
. . . P . - . . .

ofprovidimyg—servictes to the firm s ctients-

-

3T ANy partmer—who TS urtimatety Tesponsibte for Supervising attest
. . .
1. A BUSINESS ORGANIZATION THAT MEETS ALL OF THE FOLLOWING
CRITERIA:
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(a) HAS A SIMPLE MAJORITY OF THE OWNERSHIP, IN TERMS OF DIRECT AND
INDIRECT FINANCIAL INTERESTS AND VOTING RIGHTS, THAT BELONG TO HOLDERS 1IN
GOOD STANDING OF CERTIFICATES OR LICENSES AS CERTIFIED PUBLIC ACCOUNTANTS
IN ANY JURISDICTION.

(b) HAS AN OFFICE IN THIS STATE.

(c) EITHER:

(i) PROVIDES ATTEST OR COMPILATION SERVICES.

(ii) USES THE CPA DESIGNATION IN ITS FIRM NAME.

2. A SOLE PROPRIETORSHIP THAT MEETS ALL OF THE FOLLOWING CRITERIA:

(a) HAS AN OWNER THAT IS A CERTIFIED PUBLIC ACCOUNTANT IN GOOD
STANDING IN THIS STATE.

(b) HAS AN OFFICE IN THIS STATE.

(c) EITHER:

(i) PERFORMS ATTEST OR COMPILATION SERVICES.

(ii) USES THE CPA DESIGNATION IN ITS FIRM NAME, UNLESS THE FIRM
NAME IS THE NAME OF THE SOLE PROPRIETOR AS REGISTERED WITH THE BOARD.

3. AN INDIVIDUAL WHO MEETS BOTH OF THE FOLLOWING CRITERIA:

(a) IS A CERTIFIED PUBLIC ACCOUNTANT 1IN GOOD STANDING IN THIS
STATE.

(b) PERFORMS ATTEST OR COMPILATION SERVICES IN THIS STATE, OTHER
THAN AS AN OWNER OR EMPLOYEE OF A SOLE PROPRIETORSHIP OR BUSINESS
ORGANIZATION REQUIRED TO REGISTER UNDER PARAGRAPH 1 OR 2 OF THIS
SUBSECTION OR IN THE CAPACITY AS AN EMPLOYEE OF A GOVERNMENTAL ENTITY.

B. ATTEST OR COMPILATION SERVICES SHALL BE PROVIDED ONLY THROUGH A
REGISTERED FIRM IN GOOD STANDING IN THIS STATE. ANY ATTEST OR COMPILATION
SERVICES REPORTS ISSUED BY A FIRM MUST BE SIGNED BY A PERSON who sigms—amy
reEports TElgted to attest—Services om behtarf—of —the partmerstip T —tihis
state—statt—be IS certified pursuant to this chapter or qualified to
exercise the Tlimited reciprocity privilege pursuant to section 32-725,

subsection G amd——start—meet—the experience TequiTements forCTarTy ing out
A o | . 1 - i e el - e - | Lo el
A —Thepartmerstip compHes withother—Tequirements—mposed—by the
board—mitsTUutes:

C. AN application for OR registration pursuant to this section
shall be made vm—affidavit—of—<a partmer BY AN OWNER of the partmerstip
FIRM who is a certified public accountant or—pubtic—accountant in good
standing mthis——state. Theboard—m—each—Ttase shart—determime whether

the—gppticant—s etHigibte—for—Tregistration: A partmership FIRM that is

registered pursuant to this section may use the wurds—‘tETtTfTed—put+Tt

dLLUUHLdHLb' OT the—abbreviestiomr—CPAT—"s"—0T P A SO thre—words

“pubtic—accountantst—or the——abbreviatiom—PA—"s"—Or1 “pAs™ CPA

DESIGNATION 1in connection with its partmership FIRM name as provided for
by the board in its rules. Partmerstips—TEyTStered—pursuant—to—this

chapter—may provide attest—services-
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D. A partmerstip FIRM that applies for—am—imitiat——Tegistration or
aTemewatr REGISTERS pursuant to this section shall Tist in its application
OR REGISTRATION all jurisdictions in which the partmerstriptras apptied—for

O hUtds <  TEyTStTratiom, —TiCENSE UTr PeETmit —dS d Certified —pubtit

gecoumtamt—partmerstip and—Stat T ist—any past—demiats;, Tevocations o7

SUSPENsSTonNS —Of —TEygTStrations, —Ticenses T permits FIRM  HAS  ANY
DISCIPLINARY ACTIONS, OTHER THAN FOR FAILURE TO TIMELY RENEW A
REGISTRATION, LICENSE OR PERMIT, by any other jurisdiction.

E. Except as provided in subsection F of this section, an applicant
for registration or a partmerstrip FIRM registered pursuant to this section
shall notify the board in writing within one month of any of—the
fottowimg~r

—The—termimatiomrof—any partmerstip:

2 The—admissiom of g partmer—to o partmerstrip that—s Teyistered
pUTSUaTt to this Sectiom T the partmer—Ts a certified pubtic accoumtant
or—a pubticaccoumntant:

—The—withdrawa—of——<a partmer—from—a —partmerstip—that—s
registeredpursuant —to—this —Sectiom T —the partmer—s <o ctertified—pubtic

" L T L L
aeltuoutrrtart or a pubrTrec dCLCUUITLdITL .

A —A—Change of o partmer s —Tesidence from this —state —to —another
jurisdictiomor—fromanother—Jurisdictiom—to—this —state—Tf—the partmer—is
g partmersiip that—Ts Teyistered—pursuant—to—this ——Sectiom —anmd—the

2
|

. L T L . L - . .
pa te WdS d ccrcrrireca pubTTCc atlLuoulrtdirt Ul a pubrTrtc aLLuulrtdire.

S—Ttedeathof o persom who TS o partmer T a partmerstipthat—Ts

registered—pursvant—to—this——Sectiom—anmd—who—was o certified—pubtic

gCTOUNtamtoTr—a pubTic accoumtant:

6 ANy CTtange by any Jurisdictiom T —the —certificate —or—tHicense

e e £ . ) | P e e | P . . £
SLdilus Ul a cererrred puprrc aCtLouritdirt U7 d pubrrc accourrtarrt OWTTET Ul

the—partmerstrip—that—prevenrts—the——Tertificate—or—t+icense —frombeinmg—m
good—Stamtimg—or—that—prevents —the—Tight—of—the——Tertified—pubtit
gCTCOUNtaTt O —d pUbTiC aCCoUmtamt toU PraCctice dCCounmtimy das d Certified
pubtc—accounmtant—or—a pubticaccountant—mthat—Jurisdiction:

7 ANy —Chanmge T the —Nmumber— o ToCatiom —of —offices —of —the
partmerstrip— T —this ——state—anmd—any —<hange —m—the—identity —of—the

T viduats— T charge—of—the—partmerstips—offices—Tmthis——state- CHANGE
IN OWNERS THAT RESULTS IN LESS THAN A SIMPLE MAJORITY OF THE OWNERSHIP IN

TERMS OF DIRECT AND INDIRECT FINANCIAL INTERESTS AND VOTING RIGHTS THAT
BELONG TO HOLDERS 1IN GOOD STANDING OF CERTIFICATES OR LICENSES AS
CERTIFIED PUBLIC ACCOUNTANTS IN ANY JURISDICTION.

F. Tf——=partmerstrip—fairts—to——compty with—subsectiom £t —of—this
sectiom, The board OR THE BOARD'S EXECUTIVE DIRECTOR may grant a
reasonable period of time for the partmerstrtip FIRM to take corrective
action TO MAINTAIN ITS QUALIFICATIONS AS A FIRM.

G. Professional corporations composed of certified public
accountants or—pubtic—accountants shall meet the requirements of title 10,
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chapter 20 and any additional nonconflicting requirements contained 1in
this section.

H. Limited 1liability companies, professional Timited Tiability
companies and limited liability partnerships composed of certified public
accountants or—pubtic—accountants shall meet the requirements of title 29,
ttrapters CHAPTER 4 or 5 and any additional nonconflicting requirements
contained in this section.

I. A REGISTRANT MAY NOT USE ANY FIRM NAME OTHER THAN THE FIRM NAME
THAT IS REGISTERED WITH THE BOARD.

i~ J. For the purposes of this section, T

tT—Partmer—imctudes ey Starehoider—of o professiona— CoTrpoTration

! L c 1 - o LIRS . B c . el 1 . !
gmd—any —member—of g timited—Tab ity —company or—professionat —imited
Hab ity company-

5 wo o . . - L o

ran Partmerstrip IMCTudes —a Professionat Corporation, —a rimited
S . - . N e oo "
Hab Tty —company anmd—a professiomar —timited—tiabi ity —company- GOOD

STANDING" MEANS:

1. FOR AN INDIVIDUAL, A STATUS THAT ALLOWS THE INDIVIDUAL TO USE
THE CPA DESIGNATION AND TO PERFORM ACCOUNTING SERVICES FOR A FEE OR OTHER
COMPENSATION.

2. FOR A FIRM, A STATUS THAT ALLOWS THE FIRM TO USE THE CPA
DESIGNATION.

Sec. 15. Title 32, chapter 6, article 2, Arizona Revised Statutes,
is amended by adding section 32-732, to read:

32-732. Reactivation from inactive or retired status;

reinstatement from canceled, expired, relinquished
or revoked status

A. A CERTIFIED PUBLIC ACCOUNTANT WITH A CERTIFICATE STATUS OF
INACTIVE OR RETIRED MAY REQUEST THAT THE CERTIFIED PUBLIC ACCOUNTANT'S
CERTIFICATE BE REACTIVATED IF ALL OF THE FOLLOWING APPLY:

1. THE REGISTRANT FILES AN APPLICATION FOR RENEWAL ON THE FORM
PRESCRIBED BY THE BOARD AND PAYS THE REGISTRATION FEE PURSUANT TO SECTION
32-729.

2. THE REGISTRANT SUBMITS PROOF THAT THE REGISTRANT HAS SATISFIED
CONTINUING PROFESSIONAL EDUCATION REQUIREMENTS AS PRESCRIBED BY THE BOARD.

3. EITHER:

(a) THE REGISTRANT AFFIRMS THAT THE REGISTRANT HAS NOT ENGAGED 1IN
ANY CONDUCT DURING THE PERIOD OF TIME THAT THE CERTIFICATE WAS IN INACTIVE
OR RETIRED STATUS THAT WOULD CONSTITUTE A REASON TO REVOKE OR SUSPEND THE
CERTIFICATE PURSUANT TO SECTION 32-741.

(b) THE BOARD DETERMINES THAT GOOD CAUSE EXISTS FOR THE CONDUCT.

B. AN INDIVIDUAL WITH A CERTIFICATE STATUS OF CANCELED, WHO DOES
NOT QUALIFY FOR CERTIFICATION BY RECIPROCITY PURSUANT TO SECTION 32-721,
SUBSECTION C, MAY REQUEST THAT THE INDIVIDUAL'S CERTIFICATE BE REINSTATED
IF ALL OF THE FOLLOWING APPLY:
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1. THE REGISTRANT FILES AN APPLICATION FOR REINSTATEMENT ON THE
FORM PRESCRIBED BY THE BOARD AND PAYS THE REINSTATEMENT APPLICATION FEE
PURSUANT TO SECTION 32-729.

2. THE REGISTRANT SUBMITS PROOF THAT THE REGISTRANT HAS SATISFIED
CONTINUING PROFESSIONAL EDUCATION REQUIREMENTS AS PRESCRIBED BY THE BOARD.

3. EITHER:

(a) THE REGISTRANT AFFIRMS THAT THE INDIVIDUAL HAS NOT ENGAGED IN
ANY CONDUCT DURING THE PERIOD OF TIME THAT THE CERTIFICATE WAS IN CANCELED
STATUS THAT WOULD CONSTITUTE A REASON TO SUSPEND OR REVOKE PURSUANT TO
SECTION 32-741.

(b) THE BOARD DETERMINES THAT GOOD CAUSE EXISTS FOR THE CONDUCT.

4. ON BOARD APPROVAL OF REINSTATEMENT, PAYS THE REGISTRATION FEE
PURSUANT TO SECTION 32-729.

C. AN INDIVIDUAL WITH A CERTIFICATE STATUS OF EXPIRED, RELINQUISHED
OR REVOKED MAY REQUEST THAT THE INDIVIDUAL'S CERTIFICATE BE REINSTATED IF
THE INDIVIDUAL MEETS ALL THE FOLLOWING REQUIREMENTS:

1. THE REQUIREMENTS PRESCRIBED BY SUBSECTION B, PARAGRAPHS 1, 2 AND
4 OF THIS SECTION.

2. UNLESS WAIVED BY A BOARD RELINQUISHMENT OR REVOCATION ORDER,
PRESENTS SATISFACTORY EVIDENCE FROM AN ACCREDITED INSTITUTION OR A COLLEGE
OR UNIVERSITY THAT MAINTAINS STANDARDS COMPARABLE TO THOSE OF AN
ACCREDITED INSTITUTION THAT THE INDIVIDUAL HAS COMPLETED AT LEAST ONE
HUNDRED FIFTY SEMESTER HOURS OF EDUCATION AS FOLLOWS:

(a) AT LEAST THIRTY-SIX SEMESTER HOURS OF ACCOUNTING COURSES OF
WHICH AT LEAST THIRTY SEMESTER HOURS ARE UPPER-LEVEL COURSES.

(b) AT LEAST THIRTY SEMESTER HOURS OF ACCOUNTING-RELATED COURSES.

3. IF PRESCRIBED BY A BOARD RELINQUISHMENT OR REVOCATION ORDER,
PRESENTS EVIDENCE THAT THE INDIVIDUAL HAS RETAKEN AND PASSED THE UNIFORM
CERTIFIED PUBLIC ACCOUNTANT EXAMINATION.

4. DEMONSTRATES THROUGH SUBSTANTIAL EVIDENCE PRESENTED TO THE BOARD
THAT THE INDIVIDUAL IS COMPLETELY REHABILITATED WITH RESPECT TO THE
CONDUCT THAT WAS PENDING OR OUTSTANDING AT THE TIME THE CERTIFICATE WAS
RELINQUISHED OR REVOKED OR THAT OCCURRED BEFORE OR AFTER THE CERTIFICATE
EXPIRED. DEMONSTRATION OF REHABILITATION INCLUDES EVIDENCE OF THE
FOLLOWING:

(a) THE INDIVIDUAL HAS NOT ENGAGED IN ANY CONDUCT THAT, IF THE
INDIVIDUAL HAD BEEN REGISTERED DURING THE PERIOD THE CONDUCT OCCURRED,
WOULD HAVE CONSTITUTED A BASIS FOR REVOCATION OR SUSPENSION PURSUANT TO
SECTION 32-741.

(b) THE INDIVIDUAL'S CIVIL RIGHTS HAVE BEEN FULLY RESTORED PURSUANT
TO STATUTE OR AN APPLICABLE RECOGNIZED JUDICIAL OR GUBERNATORIAL ORDER
WITH RESPECT TO ANY CRIMINAL CONVICTION THAT CONSTITUTES ANY PART OF THE
BASIS FOR THE RELINQUISHMENT OR REVOCATION OR THAT OCCURRED BEFORE OR
AFTER THE CERTIFICATE EXPIRED.
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(c) THE INDIVIDUAL HAS ADDRESSED OR REMEDIED ANY COMPLAINTS,
INVESTIGATIONS OR BOARD-ORDERED REQUIREMENTS THAT WERE PENDING OR
OUTSTANDING AT THE TIME OF EXPIRATION, RELINQUISHMENT OR REVOCATION.

(d) THE INDIVIDUAL HAS MADE RESTITUTION AS ORDERED BY THE BOARD OR
BY A COURT OF COMPETENT JURISDICTION AS A RESULT OF THE INDIVIDUAL'S
VIOLATION OF THIS CHAPTER OR RULES ADOPTED PURSUANT TO THIS CHAPTER.

(e) OTHER EVIDENCE OF REHABILITATION THAT THE BOARD DEEMS
APPROPRIATE.

D. EXCEPT AS OTHERWISE PROVIDED IN SUBSECTION C OF THIS SECTION,
THE BOARD MAY NOT ISSUE A CERTIFICATE TO AN INDIVIDUAL WHOSE CERTIFICATE
HAS BEEN REVOKED UNTIL FIVE YEARS AFTER THE EFFECTIVE DATE OF REVOCATION.
IF THE REVOCATION IS BASED ONLY ON SECTION 32-741, SUBSECTION A, PARAGRAPH
1 OR 2 AND THE CRIMINAL CONVICTION IS ULTIMATELY REVERSED ON APPEAL, THE
BOARD SHALL ENTER AN ORDER VACATING THE REVOCATION.

E. AN INDIVIDUAL, SOLE PROPRIETOR OR BUSINESS ORGANIZATION WHOSE
FIRM REGISTRATION HAS BEEN CANCELED MAY REQUEST THAT THE FIRM REGISTRATION
BE REINSTATED IF THE INDIVIDUAL, SOLE PROPRIETOR OR BUSINESS ORGANIZATION
DOES ALL OF THE FOLLOWING:

1. FILES AN APPLICATION FOR REINSTATEMENT ON THE FORM PRESCRIBED BY
THE BOARD AND PAYS THE REINSTATEMENT APPLICATION FEE PURSUANT TO SECTION
32-729.

2. MEETS THE REQUIREMENTS OF SECTION 32-731.

3. ON BOARD APPROVAL OF REINSTATEMENT, PAYS THE REGISTRATION FEE
PURSUANT TO SECTION 32-729.

F. AN INDIVIDUAL, SOLE PROPRIETOR OR BUSINESS ORGANIZATION WHOSE
FIRM REGISTRATION HAS EXPIRED OR BEEN RELINQUISHED OR REVOKED MAY REQUEST
THAT THE FIRM REGISTRATION BE REINSTATED IF THE INDIVIDUAL, SOLE
PROPRIETOR OR BUSINESS ORGANIZATION MEETS ALL OF THE FOLLOWING
REQUIREMENTS:

1. THE REQUIREMENTS PRESCRIBED BY SUBSECTION E OF THIS SECTION.

2. DEMONSTRATES THROUGH SUBSTANTIAL EVIDENCE PRESENTED TO THE BOARD
THAT THE FIRM IS COMPLETELY REHABILITATED WITH RESPECT TO THE CONDUCT THAT
WAS PENDING OR OUTSTANDING AT THE TIME THE REGISTRATION WAS RELINQUISHED
OR REVOKED OR THAT OCCURRED BEFORE OR AFTER THE REGISTRATION EXPIRED.
DEMONSTRATION OF REHABILITATION INCLUDES EVIDENCE OF THE FOLLOWING:

(a) THE FIRM OR ANY OWNER OF THE FIRM HAS NOT ENGAGED IN ANY
CONDUCT THAT, IF THE FIRM HAD BEEN REGISTERED DURING THE PERIOD THE
CONDUCT OCCURRED, WOULD HAVE CONSTITUTED A BASIS FOR REVOCATION OR
SUSPENSION PURSUANT TO SECTION 32-741.

(b) THE FIRM HAS  ADDRESSED OR  REMEDIED  ANY  COMPLAINTS,
INVESTIGATIONS OR BOARD-ORDERED REQUIREMENTS THAT WERE PENDING OR
OUTSTANDING AT THE TIME OF EXPIRATION, RELINQUISHMENT OR REVOCATION.

(c) THE FIRM HAS MADE RESTITUTION AS ORDERED BY THE BOARD OR BY A
COURT OF COMPETENT JURISDICTION AS A RESULT OF ANY VIOLATION OF THIS
CHAPTER OR RULES ADOPTED PURSUANT TO THIS CHAPTER.
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(d) OTHER EVIDENCE OF REHABILITATION THAT THE BOARD DEEMS
APPROPRIATE.

Sec. 16. Section 32-741, Arizona Revised Statutes, 1is amended to
read:

32-741. Revocation or suspension of certificate; disciplinary

action; Tetter of concern

A. After notice and an opportunity for a hearing, the board may
revoke or suspend any certificate granted under this chapter and may take
disciplinary action concerning the holder of any certificate for any of
the following causes:

1. Conviction of a felony under the Taws of any jurisdiction or of
the United States if civil rights have not been restored pursuant to title
13, chapter 9 or other applicable recognized judicial or gubernatorial
order.

2. Conviction of any crime that has a reasonable relationship to
the practice of accounting by a certified public accountant or—by e pubtic
gccounmtant, including crimes 1involving accounting or tax violations,
dishonesty, fraud, misrepresentation, embezzlement, theft, forgery,
perjury or breach of fiduciary duty, regardless of whether civil rights
have been restored.

3. Fraud or deceit in obtaining a certificate as a certified public
accountant or—Tmobtaimimy g certifitate a5 @ pubtic accourntant under this
chapter.

4. Dishonesty, fraud or gross or continuing negligence in the
practice of accounting.

5. Discipline to the holder of any certificate or other authority
to practice or refusal to renew the certificate or other authority to
practice as a certified public accountant by any other jurisdiction or
foreign country for any cause other than failure to pay 1license or
registration fees.

6. Violation of any of the provisions of this chapter, of title 44,
chapter 12, article 13 or of any fraud provisions of the federal
securities Taws.

7. Final judgment in a civil action if the court makes findings of
accounting violations, dishonesty, fraud, misrepresentation or breach of
fiduciary duty.

8. Final judgment or order in a civil action or administrative
proceeding if the court or agency makes findings of violations of any
fraud provisions of the laws of any Jjurisdiction or federal securities
laws.

9. Violation of any decision, order or rule issued or adopted by
the board.

10. Suspension or revocation for cause of the right to practice
before the federal securities AND exchange commission or any other

_26_



O NOoOY Ol &~ WN

el
W N R O

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

S.B. 1443

governmental body or agency or the public company accounting oversight
board or its successor.

11. Offering or accepting commissions or contingency fees for
services rendered for clients for whom tte attest foumctiom—s SERVICES ARE
also offered or rendered in the performance of the practice of accounting
unless:

(a) The fee is fixed by a court or another public authority.

(b) In a tax matter, the fee is determined based on the results of
a judicial proceeding or the finding of a governmental agency.

12. Failing to disclose to a client that the registrant has received
or expects to receive a commission from a third party for any engagement,
services or product sales involving services other than <the attest
foumctiom SERVICES.

13. Making any false or misleading statement or verification in
support of an application for a certificate, registration or permit filed
by another person.

14. Making a false or misleading statement:

(a) To the board or its designated agent.

(b) On a form required by the board.

(c) In written correspondence to the board.

15. Failing to respond in writing or furnish information in a timely
manner to the board or its designated agent, if the information is Tegally
requested by the board and is in the registrant's possession or control.

B. Pursuant to title 41, chapter 6, article 10, the board may
summarily suspend the certificate of any certified public accountant or
pubticaccourntart pending proceedings for revocation or other disciplinary
action on the receipt of either of the following:

1. A notice of conviction of any crime that has a reasonable
relationship to the practice of accounting, including crimes involving
accounting or tax violations, dishonesty, fraud, misrepresentation,
embezzlement, theft, forgery, perjury or breach of fiduciary duty or of
any felony.

2. A final judgment or order in a civil action or administrative
proceeding in which the court or agency made findings of violations of any
fraud provisions of the laws of any Jjurisdiction or federal securities
lTaws.

C. The board may take disciplinary action against a holder of a
certificate issued pursuant to this chapter who is practicing accounting
even if the person is not representing to the public that the person is a
certified public accountant or—apubtic—accoumtart and even if the person
is practicing accounting in a firm that is not registered by the board.

D. The board may issue a letter of concern if, in the opinion of
the board, there is insufficient evidence to support disciplinary action
against the registrant, but the board believes, as a result of information
ascertained during an investigation, that continuation of the activities
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that led to the investigation may result in future board action against
the registrant. A registrant may file a response with the board within
thirty days after receipt of a Tletter of concern. Letters of concern
issued by the board and records kept by the board in connection with
investigations leading to Tetters of concern are confidential and are not
public records.

Sec. 17. Section 32-741.01, Arizona Revised Statutes, is amended to
read:

32-741.01. Suspension for nonregistration; expiration of

certificate or registration

A. The certificate or registration of any registrant who fails to
timely register and pay the biennial registration fee as required by
section 32-729 is automatically suspended without prior notice or a
hearing.

B. A registrant whose certificate or registration is suspended
shall not assume or use the titite—or CPA designation of—“tertified—pubtic
gccoumtant—or—*pubtic—accountantt—or—the —abbreviatiom €t PAT S CPAYS
PAT—or—PA™* while the registrant's certificate OR REGISTRATION remains
on suspended status.

C. A suspension under this section is vacated when the board has
determined that the registrant has paid all past due fees and has
satisfied all other requirements for renewal.

D. If the registrant fails to renew the registrant's certificate or
registration within twetve THREE months after the date of suspension, the
certificate or registration expires.

Sec. 18. Section 32-741.02, Arizona Revised Statutes, is amended to

read:

32-741.02. Suspension for noncompliance with continuing
education requirements; expiration of
certificate

A. After notice and an opportunity for a hearing, the board shall
suspend the certificate of any registrant who fails to show proof of
compliance with the <continuing professional education requirements
established by the board pursuant to section 32-730.

B. A registrant whose certificate is suspended shall not assume or
use the titte—or CPA designation of—“tertified—pubtic —accoumtamt*—oT
“pubtic—accountant*—or—the—avbreviatiom— € P AT EPAS— P AT o PA
while the registrant's certificate remains on suspended status.

C. A suspension issued under this section is vacated when the board
has determined that the registrant has complied with the continuing
professional education requirements and has satisfied all other
requirements for renewal.

D. If the registrant fails to meet the requirements of subsection C
of this section within twetve SIX months after the date of suspension, the
certificate expires.
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Sec. 19. Section 32-742, Arizona Revised Statutes, is amended to
read:

32-742. Revocation or suspension of firm's registration;
failure to renew or reinstate; reinstatement;
relinquishment

A. After notice and an opportunity for a hearing, the board shall
revoke a firm's registration toprectice pubtic—accoumtinmyg if at any time
7t THE FIRM does not have all the qualifications prescribed by this
chapter AND HAS NOT BEEN GRANTED AN EXTENSION OF TIME TO COMPLY WITH FIRM
REGISTRATION REQUIREMENTS PURSUANT TO SECTION 32-731, SUBSECTION F.

B. After notice and an opportunity for a hearing, the board may
revoke or suspend a firm's registration to—practice pubtic—accounting or
may take disciplinary action conmcerminmg—the—Tegistrant for any of the
causes enumerated in section 32-741, subsection A or for any of the
following additional causes:

1. The RELINQUISHMENT, revocation or suspension of any certificate
issued by the board ©of TO0 any partmer;, —sharehoitder;—member;—mamager;
officer;,—diTector;, —agent—or—emptoyee OWNER of the firm. THIS PARAGRAPH
DOES NOT APPLY TO A SUSPENSION FOR NONREGISTRATION PURSUANT TO SECTION

32-741.01.

2 —The cancettatiom,Tevocatiom, SuSpensiom or refusal to renew the
guthority —of—the—firm—or—any —ArTizoma partner;, —starehotder; —member;
MaMdygeT, —OffiCer, Ui TECtoTr, —ayemt o7 EMpTOUyEee —tU —practice —pubiicT
gCCOUTTt Ty I any JUuTr iSUiCtiom for—any T4dusE Uther —tiam fairture to pay 4
regTstratiomrfee T the—Jjurisdiction:

37 2. The failure to comply with section 32-731, subsection E.

C— A Trm may reHmquist T ts ey TSstratiomr pemdigoTr— T Heu of —an

mvestigatiomor—a disciptimary proceedinyor—white under—a disciptimary

orderT—The board—shar——consider—a rermguistment—tendered—by —the—im

puUTsSTanTt —to—this —sectiom —and—may determime —whether—to——accept—the

o __ = H— . M

T whose Teygistratiom tas beemr retimguisted—shatt—mot—assume

n A
U. A

or—use —thetitteor—designatiomr—certified—pubticaccoumtamrt*—or—"pubtiT
gccoumtantor—theavbreviatiom €t PAT S EPA S P AT o PAN

E. o I . . — .

sectiom—may —apply for—Treinstatements—and—the—board—may —Tssue—a TEew
f fot

! 13 oL
I aoes dift O LINE

o« . 1. . 1 .
regrsaerdiror i TOWTIg .
c

t—Fitesam appicatiomr for reinmstatement—omr—the—form prescribed by

2 —Demonstrates —through—substantiat—evidence presented—to—theboard

that—the s comptetety retabititatedt—with Tespect—to—the comduct—that

Was pETTTg——at the trme—of—TeHmquistments bemomstratiom—of
1 TR I R T . 1 ! LR c c. 17 .

retab T tatiomr—imciudes evidence o —the—fottowings
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ta—The—firmor—any partmer—of —the i has ot —engaged—Tm—any
comduct—dur g the et mguistment—period—that;——the—firmor—partmer——of
the— i tad—beemr Teygistereddurimy—that—period; woutd—tave constituted
basTs o TEVOCat U U SUSPENS TOT pUTSUdTt tU Sectiom 32741~

t—Fte f=rm fras addressed oOT remedied RN comptaiTts;
mvestigations—oT board=ordered—TequiTements —that——<are ——pendimyg—oT
outstamdimyat—thetimeofTetmquishme Tt

tor—Other——evidence—of—Tetab i tatiomr—that—the—board——deems

appropriates

3S—Meets—att—of—the TegquiTements forTeyistratiom pursuant—to—tiTT

Thapter—

I
. I

%

~

fre—board—accepts—the retHmguistment—of—a Tregistratiomr o

-

- —h

t
o . "
rm—befo t

[S]

document—that— s —SiTgmed—and—dated——anmd—that—s T —substamtiatty
1 c
|

—imsert—Tame—of—Tregistrant—actiny—onm—behat

~
|
1 3. CR 4 — oo 4 ol ra T | L .
nme  rerTinquisTineiit 1dy tdKe €T 1TeEClL, cre rrrm Strat 1t SUDITU
t

U
ra) RN L 3 ! A 1 PR 1 1
ey, dCKNMOW edge Lirat arscrprimarnry procecurtitgs mdave

T tiated—ayaimst—Cmsert—mame o irm—pursuant—to—tit

’ ’ ’

retimguishes T ts—Tight—topraectice —accountimyg—as <o certified

pubtc—accoumtinmg—firm i mthe state of—Arizoma.— T —understand
thet——the i appties for—a mew reygistratiom, Tt must—meet
ATTzome —Reviset—Statutes— I further—umderstamd—that;—
ey whether—to—ssue—a mew registratiomr—to—the—firm,—the

-

board—witt—consider—at —disciptimary actions currentty pendiny

gquaiTst—the—firm—amd—any other—matters —Tt—determimes —to—be

appropriates

[N R T I c on
udLlcelu LITTS ddy 0Ol , U .

Byr—¢imsert—Tmame—of—firm,—Tame o f T mdividua S TgmiTg—on
H—o e 1 L e

Sec. 20. Section 32-745, Arizona Revised Statutes, is amended to
read:

32-745. Employment of persons by accountants

fottimg— This chapter statt—be—Tonmstroed—as prevertiny DOES NOT
PREVENT a person from being employed by a certified public accountant;—=
pubtic—accountant; OR a partmerstrip FIRM of certified public accountants
OT—a partmerstip of pubtic accourntants if sochh THE employed person does
not sign reports or assume any responsibility for the conduct of frs THE
employer's professional practice.
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Sec. 21. Section 32-747, Arizona Revised Statutes, 1is amended to

read:
32-747. CPA designation; title; use; unlawful use;
classification
A.  Am—imdividust—who—tes—Tecetved—from—the—board—a—certificate—to

practite a5 d Certifiedpubtic accounmtant—or—as o pubfiic accounmtant issued
umder—tire—taws of thestateor—who s —a A REGISTRANT OR AN INDIVIDUAL OR
FIRM THAT QUALIFIES FOR THE Tlimited reciprocity privilege frotder under
section 32-725 shall be known as a —“certified public accountant*— or

“pubtic—accountantts—maccordance with—the—ctertificateor—the priviteye
CERTIFIED PUBLIC ACCOUNTING FIRM and may atsuo use the gbbreviation
P AT e PAT P AT o PAN T accordante withthe certificateor—the

privitege CPA DESIGNATION unless the status of the tertificate REGISTRANT,
INDIVIDUAL OR FIRM 1is canceled, expired, suspended, relinquished or

revoked. No—Tother—mdividuat—or—firm Shatrt—assume —or—use any titie;
desTgmatiom or—abbreviatiom or—any other—titte,—desigmatiom,—sigm,—cardor
device T this—state—temdimy—to—mdicate—that—the—mdividuat—or— - rmousimy
t—Ts—authorized—to practice pubtic accoumtinmyg—or—iSs 4 certifiedpubtic

gCCUUTtamt UT—a pubtiC accoutants
B. Mo AN individual or firm statt when referring to accounting or
accounting practices SHALL NOT assume or use the titte—or CPA designation

“thertered——accoumtanmt—certified——accoumtant's—enrotted—accoumnmtant™;

. . L - . N e ,
“TeyTstered JcCoUTTtaTtt “Hremsed JcCoUTTtaTt Yertifed tax

- e ; " e . .

3.4 P M L c ! PR 3 o ! L n T
I'TRKETY 0T TITCenued  CU DE conmrused wrcCh ceretrrreda puprrc actcoulrrtalrt OUT
~
!

2 L . s e s e . 1 . . . S i
PUDTTC dccoumnmcdirc unless the—Tmdividuat—oT TTHT Mds _recerved Trom _cne

board—a certifictate to practice s o Certified pubiic accoumtant —or a5 d

| P e e - (I (I ) 1 £ ], - e e ) - . ) 1 -
pub T TC attuourrtart Tssucu urnucr Lt [dWS Ol CNlsS sStdCe, Cche I1narviaudr TS d

e ! . sy PR T ! L Qa9 _Jor LI
rrnreed reciprocity priviTreyc Mo Tuct uraeT SSCLTUTI QC /LI UT LTI

partmersiip, —Corporationm —or —other—entity s permitted—to—practicte
T T e e T e

. PN 1 o ! 13 c a1 [N - (1]
maTrviaudl OT LLLALLLS L I dassSurnme U7 usc dfly Ul e dopreviat oIS
d

[T =S W 1] TR NN T} T IS S G 1] [T WS - N 1] TR A 33

. R.A. C.T.A. cC. ..oy

Fal A
CR.
5

I J
T

] .l

oS raT breviations

AT b
[T aY D A 18 TN S]] [ TH =Y A 18 218 A 88
—P- P

.
TRkt
or—imtended—to—be——Tonfused—with—€ AT CPA™ AT OT - —

4

amd—who—atso—h

otds—a comparabte—titte—under—the—taws—of—another—country
may —use —the —titte—m——Tconjunctiom—with—the—titte—"certified——pubtic
gecoumtant st P AT o CPA S —anmd——am —nmdividua—enrotted—topractite

- I . 3 . . 11
mMay —Use the —apbreviatiom —t-A— THE INDIVIDUAL OR FIRM IS QUALIFIED
PURSUANT TO SUBSECTION A OF THIS SECTION.

C. This section does not apply to or affect or Timit the right to
continuous use of a partmerstrip FIRM name, or a modification of a
partmerstip FIRM name, by successor firms formed by the remaining partmer
OWNER or partmers OWNERS or added partmer OWNER or partmers OWNERS even
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though the individuals whose names are included in the partmerstip FIRM
name are not partmers OWNERS, but the successor firm shall conform to all
other provisions of this chapter. This section does not apply to or
affect or Timit the right to continuous wuse of a professional
corporation's name as provided pursuant to this chapter or title 10,
chapter 20 or a professional limited liability company's name pursuant to
this chapter or title 29, chapter 4.

D—No——TorporatiomoTr—proUfesSTUNa T ted T ab Tty —Ccompany Strat

bepermittedt—to proctice pubticaccoumtimg—imthis state,—except—that—this

subsectiom dues ot —appty to @ professionat Corporatiom TncoTrpordted umndeT

P ) — . c - 3 3 . IS RIS T
tie aws Ol LTS sStadtite Ul LU da Prourcessioiidl rrirreed rraprirriy COmpdarty,

). £ Lo L - 1 T o il . ) o - ). - ). - . . I
ercner ol _wWhrcir 15 properity qualTrTred LU Ul DUSTIIESS WTCITIT CNTS Sctdce dia

s otherwise quatified—to practice accounmtimgunmder—this chapter

E— I —am T mdividua—vivtates this chapter;—or Trepresents imset—to

the—pubtic—as fravimyg Tece i ved g Certificate Or TeyisStration to practice

after—a —certificate—or—Teyistratiomr—thas beenmr Tevoked—or—suspended;—the

VT S guitty —of—a —Tlass 2 miSUemednor Umtess ——anotheT

CTHassTficatiom TS Specificatiy prescribed—m this chapter—fach—day —an
offenrse TS commttetconmstTtutes a Separate uf fenser

f~ D. The displaying or uttering by am—mtividoar—or—firm A
REGISTRANT OR AN INDIVIDUAL OR FIRM THAT QUALIFIES FOR THE LIMITED
RECIPROCITY  PRIVILEGE UNDER  SECTION 32-725 of any card, sign,
advertisement or other printed, engraved or written instrument or device
bearing sm—Tmdividuat s or—firm—s A name and intended to be confused with
the words—“tertified—pubtic—accounmtant*—or—“pubtic—accounrtanmt*—or—an
gbbreviatiom of—either—statt—be CPA DESIGNATION IS prima facie evidence 1in
a prosecution, proceeding or hearing brought under this section that the
i vidret—or—fFrm—whose—mame—+s REGISTRANT, INDIVIDUAL OR FIRM so
displayed caused or procured the displaying or uttering of the card, sign,
advertisement or other printed, engraved or written instrument or device.

E. A FIRM MAY NOT REFER TO ITSELF AS A CPA FIRM UNLESS IT HAS A
SIMPLE MAJORITY OF THE OWNERSHIP IN TERMS OF DIRECT AND INDIRECT FINANCIAL
INTERESTS AND VOTING RIGHTS THAT BELONG TO HOLDERS IN GOOD STANDING OF
CERTIFICATES OR LICENSES AS CERTIFIED PUBLIC ACCOUNTANTS IN ANY
JURISDICTION.

Sec. 22. Repeal

Section 32-747.01, Arizona Revised Statutes, is repealed.

Sec. 23. Title 32, chapter 6, article 3, Arizona Revised Statutes,
is amended by adding section 32-748, to read:

32-748. Board review; executive director's actions

A PERSON WHO IS AGGRIEVED BY AN ACTION TAKEN BY THE EXECUTIVE
DIRECTOR OF THE BOARD PURSUANT TO SECTION 32-703, SUBSECTION B, PARAGRAPH
14 MAY REQUEST THAT THE BOARD REVIEW THE ACTION. THE PERSON SHALL FILE
WITH THE BOARD A WRITTEN REQUEST WITHIN THIRTY DAYS AFTER THE DATE OF THE
LETTER INFORMING THE PERSON OF THE EXECUTIVE DIRECTOR'S ACTION. AT THE
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NEXT REGULAR BOARD MEETING, THE BOARD SHALL REVIEW THE EXECUTIVE
DIRECTOR'S ACTION AND SHALL APPROVE, MODIFY OR REJECT THE ACTION.

Sec. 24. Section 32-749, Arizona Revised Statutes, is amended to

read:

32-749. Confidential nature of information acquired by
accountants; privilege; conditions for disclosure;
public records; exceptions

A. Certified public accountants amd—pubtic—accoumtamts practicing

in this state shall not be required to divulge, nor shall they voluntarily
divulge, client records or information wirichh they have received by reason
of the confidential nature of their employment. Information derived from
or as a result of souctr A professional source shall be kept confidential as
provided in this section, but this section statt—Tmot—be——Tonstrued——=s

modTfy iy, —cheanginmyg—or—affectinmg DOES NOT MODIFY, CHANGE OR AFFECT the
criminal or bankruptcy laws of this state or the United States;—mor—sftatt

t—be—conmstrued—to OR Timit the authority of this state or any agency of
this state to subpoena and use the information in connection with any
investigation, public hearing or other proceeding.

B. The board shall not require a registrant to disclose taxpayer
information protected from disclosure by section 42-2069 or section 43-381
except as provided by those sections.

C. This section and section 32-744 do not prohibit the disclosure
of information for:

1. Compliance with ethical investigations or practice monitoring
programs conducted by the board or private professional organizations
pursuant to programs preapproved by the board. These programs include,
but are not limited to, quality and peer reviews. The scope of quality
and peer reviews may include subsequent, remedial or corrective actions.
Disclosure of information under this paragraph shall not destroy its
confidentiality and privilege nor relieve any registrant of the obligation
of confidentiality. The registrants to whom the information is provided
shall be bound by this section.

2. Access by the board or its duly authorized agents or employees
during business hours to examine and copy any documents, reports, records
or other physical evidence of any person being investigated by the board
on its own motion or as the result of a complaint received, if the
documents, reports, records or evidence relates to the competence or
professional conduct of the registrant who is being investigated.

D. Records the board maintains in exercising its statutory duties
are presumed to be public records pursuant to title 39, chapter 1, article
2 and are generally accessible for inspection and copying. Exceptions to
the public records presumption include investigations of registrants. The
board shall treat as confidential information the complaint, the
investigation report, the testimony and documents submitted in support of
the complaint or gathered in the investigation, including information
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obtained pursuant to section 32-721, and any correspondence related to the
complaint or investigation. After the initial analysis under section
32-742.01, if the board opens an investigation file on a complaint, the
details and records of the complaint and dinvestigation shall remain
confidential. However the fact that a complaint or investigation is
pending and the nature of the complaint shall be public. The board shall
not disclose this confidential information to any person except Taw
enforcement authorities and, to the extent deemed necessary to conduct the
investigation, the subject of the investigation, persons whose complaints
are being investigated and witnesses questioned in the course of the
investigation. Except for <client vrecords or information and any
information from which the <client or the <client's property may be
identified, the information made confidential wunder this subsection
becomes public record if the board 1institutes civil enforcement or
disciplinary proceedings or issues a consent order in lieu of disciplinary
proceedings. If the board dismisses the matter with no disciplinary
action, the board may disclose the information relating to the matter only
with the consent of the registrant or entity under investigation.

Sec. 25. Section 41-725, Arizona Revised Statutes, is amended to
read:

41-725. Comprehensive database of receipts and expenditures

of state monies; Tocal reporting; definition

A. The department shall establish and maintain an official internet
website that is electronically searchable by the public at no cost and
that contains a comprehensive database of receipts and expenditures of
state monies. The database shall include the information as prescribed 1in
the comprehensive annual financial report of a budget unit that has been
made by a certified public accountant or—pubtic—accoumtant who s
currently Ticemsed CERTIFIED by the Arizona state board of accountancy or
who has a limited reciprocity privilege pursuant to section 32-725 and who
is not an employee of the department. The report shall be made in
accordance with generally accepted auditing standards and shall contain
financial statements that are 1in conformity with generally accepted
accounting principles. If the department has a comprehensive annual
financial report of a budget wunit that has been presented with a
certificate of achievement for excellence in financial reporting by the
governmental finance officers association, the department may post such a
financial report to satisfy the requirements of this subsection.

B. The department must present information in the database in a
manner that is intuitive to members of the general public, including
graphical representations. The database must allow users to:

1. Search and aggregate payments by individual budget units and
programs.

_34_



O NOYOl W

A DA, OWOCLWWWWWWWLWWWNDNDNDMNPDMNPDMNPMNPMNPNODNDERFE R R R R
OO P WP OWOWONOOTOOPR,WNRPOOWONOOTOOPNWNONRPRPOWOWONOOOPNMWNRE OO

S.B. 1443

2. Search and aggregate payments by individual vendors, including
the total amount of state funding awarded by all budget units to
individual vendors.

3. Download information yielded by a search of the database.

4. Access electronic versions of contracts that relate to
expenditures.

C. The database shall include the following information:

1. Annual receipts of revenues, including:

(a) Receipts or deposits by each state budget unit into funds
established in the state treasury.

(b) Taxes.

(c) Earnings by each budget unit, including amounts collected for
merchandise sold, services performed and 1licenses, certifications and
permits issued.

(d) Revenue from the use of publicly owned money or property,
including leases and licenses.

(e) Gifts, donations and grants received, including amounts
received from the federal government.

(f) Any other type of public revenue, however denominated or
derived, deposited into the state treasury.

2. Annual expenditures and disbursements of state revenues by each
state budget wunit from funds established in the state treasury, as
applicable, including:

(a) Bond payments, debt service and redemption charges and fees.

(b) Contractual services and cooperative agreements.

(c) Commodities.

(d) Capital outlay.

(e) Revenue sharing and other aid to other Tevels of government,
including tribal governments.

(f) Any other expenditure or disbursement of state revenue from the
state treasury, however denominated or structured.

D. Expenditure data shall 1list:

1. The manner of payment, including check or warrant or credit,
debit or other purchase card.

2. The funding source, including categorical codes and the state
accounts the expenditure is appropriated from.

3. A standardized descriptive title of the type and purpose of the
transaction.

4. The date and amount of each payment.

5. The state agency or budget unit making the payment.

6. The name of the person or entity receiving the payment,
including to the extent practicable a parent entity of the recipient if
the recipient is owned by another entity.

7. The primary Tlocation of performance under the contract,
including the county, city or town and legislative district.
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E. The database shall not include:

1. Tax payment or refund data that include confidential taxpayer
information.

2. Data relating to payments of state assistance to individual
recipients.

3. Payees' addresses or telephone numbers, but the department may
allow public access in the database to information identifying the county
in which the payee is Tocated.

4. Work product 1in anticipation of T1itigation or information
subject to attorney-client privilege.

5. Any other information that is designated by law as confidential
or preapproved as confidential by the department pursuant to rule. The
department and any officer or employee of the department:

(a) May rely on a determination made by a budget unit regarding
confidentiality of information relating to the budget unit's expenditures.

(b) Are immune from <civil Tiability for posting confidential
information under this section if the posting is in reliance on the budget
unit's determination relating to confidentiality.

F. Each budget wunit shall cooperate with the department as
necessary to implement and administer this section. Each budget unit
shall provide to the department any additional data in a manner and
schedule prescribed by the department that are required to be included 1in
the database. The database shall be updated within thirty days after the
end of each fiscal year and may be updated as new data become available.
The data shall be retained in the database for at Tleast ten full fiscal
years.

G. The governor, secretary of state, state treasurer and
legislature shall include a link to the database under this section 1in
their individual official websites. Each budget unit that maintains a
generally accessible internet website, or for which a generally accessible
website is maintained, shall include a 1link on that website to the
database under this section.

H. Each Tocal government shall establish and maintain an official
internet website that is accessible to the public at no cost and that
contains a comprehensive reporting of all revenues and expenditures over
five thousand dollars of Tocal monies in as nearly as practicable the same
manner and consistent with subsections B through E of this section. The
database shall include the information as prescribed in the comprehensive
annual financial report of a budget unit that has been made by a certified
public accountant or—pubtic—accoumtant who is currently Ticemsed CERTIFIED
by the Arizona state board of accountancy or who has a lTimited reciprocity
privilege pursuant to section 32-725 and who is not an employee of the
local government. The report shall be made in accordance with generally
accepted auditing standards and shall contain financial statements that
are in conformity with generally accepted accounting principles. If a
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local government has a comprehensive annual financial report of a budget
unit that has been presented with a certificate of achievement for
excellence 1in financial reporting by the governmental finance officers
association, the 1local government may post such a financial report to
satisfy the requirements of this subsection. A Tlink to this data shall be
displayed in a prominent place on the local government's official internet
website or on a website of an association of cities and towns for cities
and towns that do not have official websites and on the department's
official internet website as prescribed in this section. The data shall
be updated no Tess frequently than every three months and may be updated
as new data becomes available. The data shall be retained and accessible
online for at least three fiscal years.
I. For the purposes of this section "local government"™ means:
1. A county, <city or town with a population of more than
twenty-five hundred persons.
2. Any community college district and school district having a
student count of more than six hundred pupils.
3. A state university.
Sec. 26. Section 41-1279.07, Arizona Revised Statutes, is amended
to read:
41-1279.07. Uniform expenditure reporting system; reports by
counties, community college districts, cities
and towns; certification and attestation;
assistance by auditor general; violation;
classification
A. The auditor general shall prescribe a uniform expenditure
reporting system for all political subdivisions subject to the
constitutional expenditure Timitations prescribed by article IX, sections
20 and 21, Constitution of Arizona. The system shall include:
1. For counties:
(a) An annual expenditure Timitation report that includes at least
the following information:
(i) The expenditure Timitation established for the reporting fiscal
year by the economic estimates commission.
(ii) Total expenditures, by fund, for the reporting fiscal year.
(iii) Total exclusions from Tocal revenues, as defined by article
IX, section 20, Constitution of Arizona, by fund, for the reporting fiscal
year.
(iv) Total amounts, by fund, of expenditures subject to the
expenditure limitation for the reporting fiscal year.
(b) Annual financial statements prepared in accordance with
generally accepted accounting principles.
(c) A reconciliation of the total expenditures reported within the
financial statements +to the total expenditures stated within the
expenditure limitation report.
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2. For community college districts:

(a) An annual budgeted expenditure Timitation report that includes
at least the following information:

(i) The expenditure Timitation established for the reporting fiscal
year by the economic estimates commission.

(ii) Total budgeted expenditures, by fund, for the reporting fiscal
year.

(iii) Total exclusions from Tocal revenues, as defined by article
IX, section 21, Constitution of Arizona, by fund, for the reporting fiscal
year.

(iv) Total amounts, by fund, of budgeted expenditures subject to
the expenditure Timitation for the reporting fiscal year.

(b) Annual financial statements prepared in accordance with
generally accepted accounting principles.

(c) A reconciliation of the total expenditures reported within the
financial statements to the total expenditures reported within the
expenditure limitation report.

3. For cities and towns:

(a) An annual expenditure Timitation report that includes at least
the following information:

(i) The expenditure Timitation established for the reporting fiscal
year by the economic estimates commission and, if applicable, the voter
approved alternative expenditure Timitation.

(ii) Total expenditures, by fund, for the reporting fiscal year.

(iii) Total exclusions from Tlocal revenues, as defined by article
IX, section 20, Constitution of Arizona, by fund, for the reporting fiscal
year or, if applicable, the total exclusions from the voter approved
alternative expenditure Timitation.

(iv) Total amounts, by fund, of expenditures subject to the
expenditure limitation for the reporting fiscal year.

(b) Financial statements prepared in accordance with generally
accepted accounting principles.

(c) A reconciliation of the total expenditures reported within the
financial statements to the total expenditures reported within the
expenditure limitation report.

B. The auditor general shall provide detailed instructions for
completion and submission of the reports described in subsection A of this
section. The auditor general shall prescribe definitions for terms
utilized in and the form of the reports described in subsection A of this
section. The reports described 1in subsection A of this section are
required of counties and community college districts beginning with fiscal
year 1981-1982. The reports described in subsection A of this section are
required of cities and towns beginning with the fiscal year the political
subdivision is subject to the expenditure Tlimitation. The annual
reporting requirements also apply to political subdivisions subject to an
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alternative expenditure limitation enacted pursuant to article IX, section
20, subsection (9), Constitution of Arizona.

C. The reports described in subsection A of this section must be
filed with the auditor general within nine months after the close of each
fiscal year.

D. The auditor general or a certified public accountant or——pubtic
gccourntart  performing the annual audit required pursuant to sections
41-1279.21 and 9-481 shall attest to the expenditure limitation reports
and financial statements for counties, community college districts and
cities. The certified public accountant or—pubtic—accoumtamt performing
the annual or biennial audit required pursuant to section 9-481 shall
attest to the expenditure Timitation reports and financial statements for
towns.

E. Each political subdivision shall provide to the auditor general
by July 31 each year the name of the chief fiscal officer designated by
the governing board of the political subdivision to submit the current
fiscal year's expenditure Tlimitation report. The political subdivision
shall notify the auditor general of any changes of individuals designated
to file the required reports. The designated chief fiscal officer shall
certify to the accuracy of the annual expenditure Timitation report.

F. The auditor general shall prescribe forms for the wuniform
reporting system and may provide assistance to individuals, certified
pubTic accountants or public accountants responsible for attesting to the
expenditure limitation reports and financial statements.

G. A chief fiscal officer, designated pursuant to subsection E of
this section, who subsequent to July 1, 1983 refuses to file the reports
required by this section within the prescribed time periods or who
intentionally files erroneous reports is guilty of a class 1 misdemeanor.
A city or town exceeding the expenditure Timitation prescribed or
authorized pursuant to article IX, section 20, Constitution of Arizona,
for any fiscal year, without authorization pursuant to such section, shall
have the amount specified in subsection H of this section of its
allocations of the state income tax, distributed pursuant to section
43-206, withheld and redistributed to other cities and towns in the same
manner as determined pursuant to that section, except that the population
of the city or town exceeding the expenditure Tlimitation shall not be
included 1in the computation, and the «city or town exceeding the
expenditure 1limitation shall not be entitled to share in the
redistribution. A community college district exceeding the expenditure
limitation prescribed pursuant to article IX, section 21, Constitution of
Arizona, for any fiscal year, without authorization pursuant to such
section or section 15-1471, shall have the amount specified in subsection
H of this section of its allocations of state aid, distributed pursuant to
section 15-1466, withheld.
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H. The auditor general shall hold a hearing to determine if any
political subdivision has exceeded the expenditure Timitations prescribed
pursuant to article IX, sections 20 and 21, Constitution of Arizona. 1If a
county has exceeded the expenditure Tlimitations prescribed pursuant to
article IX, section 20, Constitution of Arizona, without authorization
pursuant to that section, the auditor general shall notify the board of
supervisors of the county to reduce the allowable levy of primary property
taxes of the county pursuant to section 42-17051, subsection C. If any
political subdivision other than a county has exceeded the expenditure
limitations prescribed pursuant to article 1IX, sections 20 and 21,
Constitution of Arizona, without authorization, the auditor general shall
notify the state treasurer to withhold a portion of the political
subdivision's allocations of the revenues described in subsection G of
this section for the fiscal year subsequent to the auditor general's
hearing as follows:

1. If the excess expenditures are Tless than five percent of the
limitation, an amount equal to the excess expenditures.

2. If the excess expenditures are equal to or greater than five
percent but less than ten percent of the Timitation, or are Tess than five
percent of the Timitation but it is at Teast the second consecutive
instance of excess expenditures, an amount equal to triple the excess
expenditures.

3. If the excess expenditures are equal to or greater than ten
percent of the Timitation, an amount equal to five times the excess
expenditures or one-third of the allocation of the revenues described 1in
subsection G of this section, whichever is Tess.

I. A county, city or town is not deemed to have exceeded the
expenditure limitation if the county, city or town makes expenditures for
capital improvements from utility revenues pursuant to title 9, chapter 5,
article 3 or from excise taxes levied by the county, city or town for a
specific purpose and the county, city or town repays the expenditure from
the proceeds of bonds or other lawful Tlong-term obligations before the
hearing required by subsection H of this section.

APPROVED BY THE GOVERNOR APRIL 27, 2018.

FILED IN THE OFFICE OF THE SECRETARY OF STATE APRIL 27, 2018.
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